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Mr. Taser. The committee will be in order. 

This morning we will take up the appropriations for ‘(Government 
and relief in occupied areas.’”’?’ We have with us William F. Marquat, 
United States Army, Chief of Civilian Affairs and Military Govern- 
ment. 

SuMMARY FrnanciAL TABLES 


The original budget request for this item was for $3,721,000. We 
have a revised budget estimate of $3,500,000 I would like to insert 
pages 5, 6, 7, and 8 of the justifications in the record at this point, 

(Material referred to follows:) 
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Mr. Taser. General, have you a statement that you would like 
to give us? 
General Marquart. Yes, sir, Mr. Chairman, with your approval. 


SCOPE OF ARMY RESPONSIBILITY 


Mr. Chairman and gentlemen, you have been furnished a copy of 
the Department of the Army’s detailed presentation of its fiscal year 
1954 appropriation needs for government and relief in occupied areas 
(GARIOA) 

Members of your committee are familiar with the fact that, since 
the conclusion of World War II, Congress has approved funds for 
government, relief, and rehabilitation in the areas of Germany, Aus- 
tria, Italy, Korea, Trieste, Japan, and the Ryukyu Islands. As 
Army responsibility for these various areas has been relinquished, the 
requirement for GARIOA appropriated funds was terminated until 
presently only the Kyukyus remain as an Army responsibility, requir- 
ing continued aid under GARIOA. 

Kivery effort now is being made to reduce to the point of earliest 
elimination this last GARIOA appropriation requirement, in this 
instance, independent of considerations of continued Army adminis- 
trative responsibility. 

Ryukyu Isuanps 


GENERAL STATEMENT 


Under the terms of article : 
consummated in April 1952, tl 
lation, administration, and jurisdiction over the Ryukyu Islands. 
These powers are vested in the Commander-in-Chief, Far East, under 
directive of the Joint Chiefs of Staff. 

The Ryukyu Islands, as you are aware, are vital to the United 
States as an element of the defense perimeter in the Pacific. It is 
imperative, in the interest of security and international good will, that 
the friendly cooperation of the Ryukyuan people be maintained, that 
their health and morale be safeguarded, and that their progress toward 
self-support be furthered by all means available, notwithstanding 
certain difficulties inherent in a program of converting a primitive 
defic it economy into an operating military base. 

The justification before you contains request for funds necessary to 
carry out the above directive for a United States Civil Administration 
of the Rvukyu Islands. The program includes provision for economic 
aid, a program of civil information and education, and maintenance of 
a trained and capable administrative staff. The cost of basic over- 
head may not be directly related to the volume of aid appropriations 
below the point of minimum requirements. 

In the economic field, an impressive record of progress has been 
achieved in the Ryukyus. This is reflected in the steady reduction 
in the amount of economic aid furnished by the United States. In 
fiscal year 1950, this aid amounted to $48.4 million; for 1951 it 
amounted to $37.7 million; for 1952, $13.1 million; and during 1953 
it is estimated that $8.9 million will be expended, whereas the current 
request for 1954 is $1.8 million. That is in the economic field only. 
This progress is due to the steady increase in the generation of in- 
come from indigenous efforts in the form of both v isible and invisible 


} of the Treaty of Peace with Japan 
ie United States holds powers oO f legis- 
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exports which has enabled the Ryukyuans progressively to assume a 
ereater share of the total costs of their import program 

The effect of GARIOA assistance is apparent in many fields of 
activity. Fishing boats have been delivered and are in operation; 
refrigeration and ice plants, vital to the preservation of perishable 
foods for local consumption and exports, have been completed; a 
sugar mill, the exportable product of which will generate additional 
income, is now operating; hundreds of schools have been built or 
reconstructed; and civilian transportation and communication facili- 
ties are in operation Although the record of rehabilitation and 
industrial growth has been most gratifying, there is still a need for 
a modest amount of assistance 

Although major emphasis of United States-appropriated funds 
assistance normally is placed on economic issues, the Congress has 
recognized the necessity for conducting educational activities im 
underdeveloped areas to develop sound concepts of government, to 
inspire improvement in social well-being, and to expand and improve 
educational opportunities for the youth of the nation concerned. 
The civil information and education program is keyed to this ultimate 
goal, and the effects already are significant 

Documentary motion pictures, books, magazines, newspapers, 
radio material, and related matters are furnished for use in connection 
with an information program conducted for the purpose of training 
leaders to assume responsibilities of government, economic activity, 
and cultural promotion as soon as practicable. Leaders in many 
fields of endeavor are being developed to assume positions of responsi- 
bility. Some individuals are afforded the opportunity to study in the 
United States, later to return to the Ryukyus to dissemimate among 
their contemporaries the advanced knowledge they have acquired. 

Administrative requirements for the Ryukyus for fiseal year 1954 
have been reduced by some $300,000 to an estimated $1,070,000. In 
implementing United States policy in the Ryukyus, a competent staff 
of experts and technicians in the fields of government, health and 
sanitation, economics, engineering, and education must be retained 


there. Reductions in personnel have been effected and will continue 
to be effected wherever functions or operations can be transferred to 
the Ryukyuans or eliminated entirely. It is presently estimated that 


the mission can be successfully accomplished during United States 
fiscal vear 1954 with 160 man-years of employment as against 177 in 
‘rent fiscal 

qa 


Veal 
) your indulgence, I would like to insert a supplementary state- 


ment at this point 


SECTION 1415 OF PUBLIC LAW 547 


At this time the committee should be informed that it may be 
necessary, at a future date, to come before you with a problem arising 
from section 1415 of the Supplemental Appropriation Act, 1953 
(Public Law 547, 82d Cong.) which requires specific authority for 
acceptance ol foreign redits 

The Comptroller General of the United States has been asked to 
issue a decision whether section 1415 might apply to any Ryukyuan 
assets under the technical control of the United States Civil Adminis- 
tration of the Ryukyus. Consequent upon that decision, which has 











i 
not been received vet, it may become n sary to come to the Con- 
ess to request any adjustment required to meet the situation, either 
by appropriate language in the act or by appropriation provision 
‘Gentlemen, I would like to introduce Mr. St Baron, who the 
Director of Economics and Finance and who is eminently qualified t 
wer youl questions on th bud request H na ust ‘ome 


1 the Ryukyus to be present for your convenience, 
Thank you very much. 
Mr. Taser. Do you have a statement, Mr. Baron? 


Mr. Baron. No; I have no statement. 


CONDITIONS IN RYUKYU ISLANDS 


Mr. Taser. What is the status of the Ryukyu Islands at the present 


time? Give us something on their population, for instance 


) ry’ » ] . { } 
Mr. DARON, Che i vul Vu Island are a chain of isiands comp? 


115 separate islands. They stretch from the southern part of Japan 
down to within 65 miles of Formosa Thev cover a distance of about 

000 miles. The population of all these islands is approximately 
| million people, of which 600,000 are on the island of Okinawa, which 


1S the main isla d. 


he islands are grouped into four different groups. One is the 
rroup which is in the northern part of the chain; the center part is th 
sland of Okinawa and a few islands around there. Lower there are 
two separate groups. This used to be a part of the Empire of Japan 
At the termination of the hostilities with Japan, the line of demarea 
yn was drawn at the 29th parallel, and these islands below that 


were taken over to be administered by the United State 

Under the United States administration, there was established 
what is known as a government of the Ryukyu Islands. That is a 
native rovernment. The people there have established courts and a 
legislature and executive functions. This government operates within 
the scope of the general United States civil administration of the 
islands. They were established formally in April 1952. They have 
budgets. They collect taxes. They pay governmental expenses. 
They provide police services, maintain roads, maintain navigational 
aids, court systems, and all the attributes of a general eovernment 

They operate within the seope of the ei 


administration and are 


subject to the supe rvision of the civil administration. The civil 


administration attempts to give them as much autonomy as can 


be granted at this time. In other words, they are busy taking 
over functions of government and in running their own affairs 

Under Japan they had the status of a prefecture. They probably 
today have more local autonomy than they had even under the 
prefectural system of Japan. In Japan’s operation they sent down 
Japanese administrators to run the islands. It, therefore 


has been 
a considerable job to develop these administrators within t 


he | d¢ al 
population to take over their own administrative responsibilities. 
The islands carry on an export and import trade which amounts 
to approximately $60 million a year for the necessary goods to keep 
the islands going. Most of the money that they use to finance this 
import trade is earned by sales of services to the Military Establish- 
ment there and to the people who are located on the island by reason 
of the Military Establishment being there, and from various exports. 
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The major export that we have is sugar. The requirements for 
imported goods in the economy at the present time are considerably 
higher than they were before, primarily because the United States, in 
its military operation, has taken over large areas of land. It has 
probably taken over something in excess of 20 percent of the arable 
land in the ind 

Primary air fields have been developed. There are numerous fields 
on the islands which are operating in the Korean effort at the present 
moment. Probably one of the largest bases in the world is located 
at Kadina on the island of Okinawa. It is an important area as far 
as the Air Force is concerned. 

Navy installations are relatively few. It is not a naval base as such; 
however, the Navy does have activities there concerned with the 
protection of that area through reconnaissance and radar activities 
from aircraft. 

The economy has developed considerably in the last few years. 


They have almost reached a self-supporting status at the present 
moment. ‘That is the reason why the request presented here is down 
so low today, $1.8 million. They have done so primarily because the 


people there have been eam to establish businesses and establish 
services that were usable by the United States in its operation of its 
base there and also in its construction of the base 

Approximately 70,000 people are employed directly and indirectly 
in the operation and construction of that base by the military. 

Mr. Taper. Is that about the only employment there outside of 
their food production? 

Mr. Baron. That is correct. 

The islands are primarily an agricultural economy and always have 
been. 

They have a second major industry which is fishing, but those are 
by far the two major industries outside the operation and construc- 
tion of the military base. 

I might say it would have been extremely expensive to build that 
base and to operate it if it were not for the Ryukyuans taking over 
the job or being developed to such a point they could take over jobs 
in the construction and operation of the military base. 


WAGE SCALES 


The wage scales are extremely low from our standards however, 

Mr. Taser. How low are they? 

Mr. Baron. They would average around $25 to $30 a month for 
heads of families working in an ordinary. job such as a carpenter, 
electrician, a truck driver, a bulldozer driver. They are qualified to 
do those jobs at the present time. 

Mr. ANpERSEN. In other words, you have about the same wage 
scale as is prevalent in the Truk Islands, which I had the opportunity 
to visit a year ago last December. 

Our subcommittee also visited Guam, where we found a deplorable 
situation among the civilians in Guam, due to the fact that those 
people come under our wage and hour provisions. 

We saw there huge coconut groves absolutely being abandoned, 
gentlemen, because the natives had been placed arbitrarily on a higher 
wage scale than the economy of the Island would bear. That situa- 
tion was deplorable. 
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I hope we do not make the same mistake with the Ryukyu Islands 
If we do, we are going to get into difficulty. 

Mr. Baron. When speaking for the Ryukyus, we agree with you 
100 percent. We do not do that and have no intention of doing that. 
[ might say the Ryukyuan is a very industrious individual. He makes 
use of the land he has and the resources he has. He is actively asking 
and trying to get jobs with the military, and I am sure that the 
military there give the highest recommendation as to their capabilities 
in doing this job. In fact, the commanding general of the Ryukyu 
Islands is General Ogden who is an engineer in the United States 
Army. He had considerable construction experience in the Caribbean 

He is greatly impressed by the ability of the Ryukyuans as com- 
pared to the people in the Caribbean to carry on these construction 
activities. 

Mr. ANDERSEN. Are conditions at present approximately the same 
as under the Japanese before the war? 

Mr. Baron. Yes. We are approximating the conditions there. 
That is the condition before the war. 

Mr. ANDERSEN. I am glad to see you have this sugar mill in opera- 
tion. It seemed to me from my trip through the islands, which | 
suppose are almost identical to Okinawa, that some way must be 
found of employing all of these people at something where they can 
earn enough to keep self-supporting. 

We found in some of the islands that the natives had deve loped a 
tendency to depend upon sardines in the can rather than to engage in 
fishing in what is the best fishing waters in the world. That was 
around Truk, Saipan, and those islands. 

I sincerely hope the same thing does not become prevalent in your 
area. 


Mr. Baron. I think if you visit the island of Okinawa you would 
be impressed by the hoe ry the people. They are busy and 
working all the time. You te net see loafing or inactivity. You 


would be impressed by activity of the individuals 

Mr. ANDERSEN. It did disturb me at Guam to see these huge coco- 
nut plantations out of operation, because the owners could not afford 
to hire the 75-cent labor. They could afford to pay the people the 
regular local wages to gather in those coconuts. But it simply put 
them out of business, when we put that civilian population under our 
wage-and-hour law. We did not do them any favor. 


AGRICULTURAL PRODUCTION 


General Marquart. I believe you will find with respect to Okinawa, 
that the full agricultural resources are now being employed. In 
other words, all of the arable rice land is planted. There are areas 
of marginal land which are subject to cultivation in addition to what 
is now being worked. These can be developed later for possible 
sweet potato production, but there is probably no more rice land. 
That shows the people are using all their resources and not neglecting, 
because of their employment by the military, to maintain indigenous 
production to which ultimately ‘they may have to return. 

One of our big problems is what to do with this population when 
military construction ceases. The question is whether services for 
completed military establishments will absorb the full labor force 
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din construction at this time. However, it may be considered 


of this force ili return to agriculture 





ving full consideration to these future problems and trying 

to adjust our activities of the moment so the islands will not revert 

back to full dependency upon the United States should there be a 
enhal in the military situation 

Ir. Taser. What is the agricultural production of these islands 


as compared to what it was under the Japanese regime? 


Nin I LON The nor itural proauction 1S composed of severa! 
main crops he main one is sweet potatoes. ‘The second one is 
rice, and to a lesser degree, other orains The others are vegetables 

Mr. Taper. What about sugar? 

Mr. Baron. Sug: the agricultural crop for export That should 
be mentioned 

M Tarner. Do you know how it compart with what it was 
ormertv? 

Mr. Baron. It is on the land that the re occupying now that is 

vailable to them to raise these products approximately equal to the 
prew pro 10 Lioweve { might ition at this time that 
there is somethine over 200,000 people brought back from the main 


continent of Asia, China, and Manchuria and put back on these islands 


hey were considered Japanese after the war and were taken out of 


China and Manchuria and sent back to the homeland which is Japan 
Chev s t them on down to Okimawa and the other Rvyukvu Islands. 


lherefore, there was a tremendous feedin r problem of these extra 
mouths that arrived, something from a 20 to a 30 percent increase 

° 1 
mainland. Also, 


a creat deal of the land was taken out of agriculti ral cultivation by 


In the popul Lon just by returning them iro the 


reason of its necessity for operating and establishing the military 
establishment there. So while the production per acre is up to 
prewar, the total production is not up to prewar. 

Prosects CovERED IN 1954 I 


FERTILIZER MATERIALS AND SEEDS 


Mr. Taner. The table on page 6 of the justifications indicates 


your request for each phase of your work ‘or instance, you are 
asking $264,000 for fertilizer. Have they no local production? 


,anon. They do have local production of fertilizer which just 


established this past year and will reduce our import requirements 
for fertilizer and probably will end up with an overall increase of the 


application of fertilizer in the islands 


Mr. Taner. That is a new operation? 

Mr. Baron. Yes. It has been operating now for about 8 months. 

Mr. Taner. You are estimating $264,000 for that? 

Mr. Baron. That is true. 

Mr. Taser. What are your obligations for that purpose this current 
year? 

Mr. Baron. There will be approximately $600,000 spent in this 
vear for fertilizer. 
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OBLIGATIONS 

Mr. Taser. Do you have a table that shows the obligations for 

‘h of these items on page 6? 

Mr. Baron. Yes, sir; we do. 

Mr. Taser. I would like that, please. 

{re these firm obligations or are they simply allocations? 

Mr. Baron. They are firm obligations. 

Mr. Taser. Do you mean that contracts have been entered into 
vhich require the acceptance of materials, labor, or the delivery of the 
voods? 

Mr. Baron. That is correct. All contracts have been entered and 
ull of the items so purchased will arrive in the Ryukyu Islands by the 
nd of this month. They have been arriving throughout the past 
vear and the last one will be due in before the end of this month. 
Everything appropriated forthis year will actually arrive in the 
Ryukyu Islands this year, this current fiscal year I mean 





PETROLEUM AND PETROLEUM PRODUCTS 


Mr. Taper. For 1953 you had $400,000 for petroleum and petro- 
leum products and you are asking for an increase of $623,500. Why 
is that? 

Mr. Baron. That means there is a greater emphasis on the use of 
appropriated funds for the purchase of petroleum. For example, you 
will notice here that the fertilizer goes down. ‘That does not mean we 
will import less fertilizer, but it means that we will finance the other 
imports out of our earnings primarily from our services to the United 
States military there and from our export. The greater amount of 
the imports will be handled strictly on a commercial basis financed by 
their own funds. 


FINANCIAL ARRANGEMENT FOR GOODS DISTRIBUTED 
Mr. Taser. How do you distribute these things like petroleum and 


fertilizer? Do you make a free distribution or are they purchased? 
Mr. Baron. They pay for everything they receive at the full ex- 





change rate. We operate under a B yen economy. The ext hange 
rate is 120 of those B yen for 1 dollar. Everyone pays for every- 
thing he gets at the time he gets it. He must pav for these particular 
goods at the time it arrives. It is not in any sense a give-away pro 


gram ot any sort. 
Mr. Taser. Where does the payment go? 


COUNTERPART FUNDS 


Mr. Baron. The payment for the B yen goes into what we call 
the counterpart fund which is the B yen account which primarily 
is used for the rehabilitation of the economy there. It is used to 
make loans for building the sugar plant, for other industrial purposes, 
for rebuilding the economy. It is also used further for support of 
the Government there. 

Mr. Taner. The support of the Ryukyuan Government comes out 
of the receipts that you get from the goods that are imported out of 
these appropriations? 
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Mr. Baron. Out of the counterpart fund which is the local cur- 
rency fund that is received upon the sale of the goods procured with 
your appropriations. 


TAXES 


General Marquart. Part of the government expenses are borne by 
taxation. 

_ Mr. Baron. That is correct. In this particular year, speaking of 
fiscal year 1953, approximately 80 percent of the cost of government 
is paid by taxes collected from their own people. This percentage has 
been going up from nothing at the close of the termination of hos- 


tilities to 80 percent at the present time, and they expect to push it 
up higher in this current year. 


OKINAWA 


I might make this general statement: Okinawa probably saw the 
worst destruction of any place on the face of the earth. The whole 
southern end of the island, which was the populated portion, was 
completely destroyed in the battle between United States forces and 
the Japanese forces. The battle raged clear down to the end of the 
island, to the very end. Everything was destroyed in the process. 
Not even a shell stood there at the close of the battle. 

Dr. Fenton. What was the population of that island before the 
war? 

Mr. Baron. It was approximately 400,000. Right now the pop- 
ulation is approximately 600,000. Most of the population that was 
returned from China was dumped onto this island, Okinawa. It 
created quite a problem to absorb those people. 

Dr. Fenton. What kind of houses do they have now? 

Mr. Baron. They build what you call a flimsy-type house. It 
is made out of narrow pieces of board. They shave their boards 
very narrow. It has either a thatched roof or locally built tile roof. 
It has the straw-mat floors that are traditional in Japan. It is a 
very small house and has almost no glass, but it opens up to the 
climate and it is closed up during storms or rainy seasons. It is a 
small house. It stands up under the typhoon conditions in the 
island. It is a satisfactory house for the people there. 


USE OF COUNTERPART FUNDS 


Mr. Taser. The local government gets this money that is paid 
by the Okinawans for the merchandise that is brought in, is that right? 

Mr. Baron. The local government gets a portion of that money. 
In this current fiscal year they got 350,000,000 B yen which is approxi- 
mately $3 million. That goes to the government of the Ryukyu 
Islands and enables the government to do a lot of reconstruction of 
the country. For ex: imple, every schoolhouse was destroyed. Those 
schoolhouses must be rebuilt. Seeds were destroyed. Government 
buildings were all destroyed. So, these funds enable the local people, 
the local government, to get coamaeaiied done under its own 
initiative. 
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STATUS OF REHABILITATION 


Mr. Taser. Is it pretty well rehabilitated? 

Mr. Baron. We have a considerable way to go in the rehabilita- 
tion of the public schoolhouses. There is a great deal of work to 
be done there. The administrative buildings are approaching a 
sufficient amount of space to handle the administration. 

Mr. Taper. What about the residents? 

Mr. Baron. The residents are busily building houses at the present 
time. It is one of the greatest of the local activities, to rebuild their 
houses. It has been slowed down primarily because the lumber from 
Japan was not available until just about a year and a half ago. The 
traditional lumber they use is the Japanese shugi, which is a termite- 
resistant lumber cut into sizes that make it suitable for building their 
houses. They can build a house for $700 or $800, and it satisfies their 
needs. 

Mr. Taser. What climate do they have? 

Mr. Baron. It is a rather temperate climate. From our point of 
view, you would have to have heat during the winter months. It gets 
quite warm during the summer months and quite humid. The 
heavy rainfall approaches 100 inches a year. During the year and 
mainly during the months of July, August, and September, sometimes 
into October, we have typhoons. As many as 20 typhoons may affect 
the islands. Perhaps 5 or 6 may pass directly over and some of them 
may be extremely destructive. 

In the past year we were extremely fortunate in having no real 
destructive typhoons in the islands. It was the best year we have 
ever had. 

INFORMATION AND EDUCATION MATERIALS 


Mr. Taser. You have another item, ‘Information and education.” 
What is that for? Is most of this imported, or is it handled by local 
production? 

General Marquart. Colonel Outsen has been handling that program 
for a number of years. Perhaps he could answer better than anyone 
else. 

Colonel OursEen. It is mostly imported. Some of it comes from the 
United States through working arrangements with the State Depart- 
ment information program here. For direct procurement of certain 
amounts of materials, books, magazines, and pamphlets printed in the 
Japanese language, we procure inJapan. From the Far East Regional 
Production Center, American Embassy, Manila, we obtain pamphlets 
in pictorial form printed in the Japanese language, which is the lan- 
guage the Ryukyuans understand, for distribution throughout the 
islands. 

There is also a paper printed in the Japanese language called the 
Ko-ho. Every 2 weeks some 65 thousand copies are printed in Oki- 
nawa and distributed throughout the islands to the people of the 
Ryukyu Islands. 

Mr. Tarer. You mean free distribution? 

Colonel OutsEN. Yes, sir. 

Mr. Taner. They do not have any locally operated papers? 
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Colonel Oursen. Yes, sir. There are a number of commercial 
papers with limited circulation. 

Mr. Tarer. Is this newspaper business we do a desirable thing? | 
am told in Germany the newspaper printing that we do is a liability 
rt —_ r than an asset. 

Colonel Oursmen. It does not seem to be there at all. 

Mr. Baron. I might make this observation: The newspapers that 
are privately printed there—and there are a number of them—tend 
to concentrate in the heavy-population area which is in southern 
Okinawa. Commercial newspapers are not generally available in the 
outlying areas. This publication, the Ko-ho, was started at the time 
when these private newspapers had not been meeting the requirement. 
It is apparently going to the outlying areas that do not have news- 
paper service available to them. The emphasis is dropping off at the 
present moment. 

Mr. Taser. I noti your obligations on this particular item 
through the 30th of pen are just about half of what your allotment 
was. Your obligations are $153,565 and your expenditures to that 
date are $61,239. It doe s not look like the ‘re would be any justifica-- 
tion for the amount of money requested for this for next year. What 
ean you tell us about that? 

Colonel OurssEN. I can tell you about that portion of the program 
which we backstop here in the United States. The obligations of the 
proportionate share we have here are in pretty good shape. 

Mr. Taser. What is the status of it? “in pretty good shape’’ 
does not mean anything. 

Colonel Oursen. The portion we backstop here, I would say is 
within about $6,000 of carrying out our program for the United States 
procurement of approximately $90,000, in this particular budget 
category. The balance of it is for procurement in the Far East. 

Mr. Taser. How much was allocated to you? 

Colonel OurseN. About $90,000 is what we have been programing 
here in the United States. 

Mr. Taser. You have obligated how much? 

Colonel OursrEN. As of today, and this is the latest information 
I have, which is unofficial because this is not a figure we get through 
the fiscal agency, we are within about $6,000 of full commitment. 

So far as the Far Eastern procurement is concerned, the only thing 
Ll can say about that is that they have a number of requests for 
expenditure of funds but they have not shown up as of the 30th of 
April which this report shows. 

There is some delay in trying to get their money obligated for the 
things they wanted to procure in Japan. Mr. Baron was telling me 
about that yesterday. Maybe he can elaborate on that. 

Mr. Baron. One of the basic problems on the commitment of this 


particular fund is that there is approximately $40,000 to be committed 


in the Far East under a personal service contract. Those contracts 


involved the employment of experts and professors for aid in teaching 
at the Universit) of Ryukyu Island and making certain studies in 
the area. They come from Japan. The program called for them to 
perform services after June 30. It runs into July, August, and Sep- 
tember of the next fise aul vear, There was a tec hnic ality as to whether 
the current fiscal year’s funds could be used to pay for that portion 
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of the services into the next fiscal year. That has slowed down thi 
procurement in that particular area. 


However, everything else, other than those particular amounts 


has already been committed in the Far East. it has already gone 
through the Far East procurement, primarily in Tokyo 

Mr. Taser. Who checks up on these professors? How many ar 
there? 

Mr. Baron. There are approximately 16 who are coming down for 
i series of lectures at the University of the Ryukyu Island 

Mr. Taser. They come down from Japan, but they hay Oo 
come yet? 

Mr. Baron. That is correct. 

Mr. Taser. Who screens them? 

Mr. Baron. The military in Japan and in Okinawa. They all 
have to have a clearance to come into the particular area, 

Mr. Taser. Colonel Outsen, can you tell me what portion of this 


$84,000 was obligated after April 30? 

Colonel Oursen. ‘Th figure there, L would Say as Ol how is about 
$6,000 short, but 1 think we have been pretty much up to date all 
along. Some of our obligations are on contracts 


DOCUMENTARY FILMS 


Mr. Taser. What sort of material do you buy here for this purpose? 
Colonel Oursen. We would buy here the documentary motion- 
picture program and news clips on these visiting national leaders 
who come to the United States on the exchange of persons prog! 

Mr. Taser. What are these documentary films? 

Colonel Oursen. We produce, at the request ol the Civil Admiu 

rator, documentary films which are used to carry out, or assist in 
carrying out the information and education program in the Ryukyu 
Islands. We recently completed one which 1s based on the students 
coming to the United States, to show in the Ryukyu Islands, the 
type of life when they come to the United States as students. We 
made only one documentary film for showing in the Ryukyu Islands 
this current fiscal year. 

Mr. Taner. What sort of thing was it? Was it a historical film? 
Describe it, please. 

Colonel Oursen. It was not in the nature of a historical documentary 
film. It was a documentary film showing what the requirements are 
of the students who come to the United States to study for 1 year. 
We take these students leaving the Ryukyu Islands, bring them into 
San Francisco, show how they are processed at the Mills College 
orientation center and then distributed to the schools in the United 
States. Something about the life they have in the schools here, some- 
thing about the courses of study they follow, and something about 
their treatment, and the social activities and opportunities they have 
to meet the American people. 

This is done with the idea that these Ryukyuans are being sent to 
the United States to learn the skills which are necessary so they can 
go back to their homeland and take their place in contributing to the 
benefit of the Ryukyuan people and their society. 

Mr. Taner. Are those in Japanese? 

Colonel OutsEeNn. The voice narration will be in Japanese. 


34121—53—pt. 1 2 
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Mr. Taner. Is this a new plan? 

Colonel OursEeN. No, sir. We did that in the Japanese program 
when the Army had responsibility for civil information and education 
activities prior to the peace treaty in Japan. 

Mr. Taser. How much of the $90,000 is involved in that operation? 

Colonel Outsen. That would be about $30,000 for that film, sir. 
Then in addition to that we have been covering the activities of the 
Ryukyuan national leaders who come to the United States; 20 of them 
this year in all. 

Mr. Taser. Do we bring them over? 

Colonel OursEeN. Yes, sir. 

Mr. Taper. Is that a part of the $90,000? 

Colonel OurseNn. No, sir, their travel and maintenance is a part of 
the exchange of persons program. It is project 450 at the bottom 
of the sheet. 

May I go on and still stay with project 160? 

Mr. Taser. Yes. 

Colonel Oursen. In an effort to build up the prestige and give 
proper recognition to these Ryukyuan national leaders when they come 
to the United States, we make every effort to photograph them with 
selected persons engaged in Government, business, industry, agri- 
culture, or the professions. For example, those on a legal mission 
were photographed with the Associate Justice, Mr. Clark. If they 
are members of an education mission, we attempt to show them with 
the United States Commissioner of Education and various other 
authorities in their field. 

This film coverage in the form of a newsreel goes back to the 
Ryukyu Islands with a Japanese-voice narration. That, we feel, 
tends to enhance the good relationships, the solidarity and the friend- 
ship we are trying to develop between the Ryukyuan people and the 
United States. This portion of our program approximates about 
$20,000. 

General Marquat. May I add, sir, these people go to industrial 
institutions, too, and that the major emphasis of our civil information 
and education program is not identical with the United States Infor- 
mation Service objectives but rather to indicate to the Ryukyuans 
the type of progress we have achieved in the United States; to show 
them the technological advances that have been made in our country 
in order to inspire them to improve their own techniques. 

My purpose is to indicate the differentiation between an indoctri- 
nation program to sell United States methods and procedures and an 
educational program which has as its objective a demonstration of 
world progress which we believe our country exemplifies to the 
ultimate degree. 

Colonel Oursen. There are 1 or 2 items I would like to add to 
what I have stated. We are requested by the field to arrange United 
States procurement of various other items of supplies and equipment 
to support the information and education program in the Ryukyus. 
For example, parts and maintenance supplies for our motion-picture 
projectors, our slide projectors, and things of that nature. 
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We buy a considerable amount of raw-stock film. I cannot give 
you the figures exactly, but we buy raw stock for local consumption 
and use there in photographing those things which are of educational 
or informational significance to the Ryukyuans. We also buy a 
limited amount of books here for distribution in our information 
centers as well as exbibits to be shown in the information centers. 

Mr. Taper. What else do you spend this money for? 

Colonel OutseN. Under project 160, sir? 


BREAKDOWN OF CIVIL INFORMATION AND EDUCATION MATERIALS 


Mr. Taper. Yes. Give me a breakdown to show what the 
$279,000 is. 

Colonel Oursmen. Here is a copy here and I will get additional 
copies. 

Mr. Taper. You have a lot of items in here. There is a radio 
project for $30,000. What is that? 

Colonel Oursen. That is the project in the Ryukyu Islands. 
They have a United States’-sponsored broadcasting system there, 
the only one in the islands. 

The reason why you have nothing programed there for fiscal yea 
1954 is that the last item, $30,000 in fiscal vear 1953, was the last 
expenditure we made for the equipment necessary to complete that 
project. Under the next item the only expense we will have, other 
than the pay of personnel most of which will be indigenous personnel, 
will be for parts and equipment which will be necessary to keep it in 
operation. 

Mr. Taser. Most everything in this breakdown outside of the film 
production is for materials of some kind? 

Colonel OursEN. Yes, sir. It is mostly materials, books, or pam- 
phlets. 

Mr. Taper. It is mostly goods rather than services? 

Colonel OutsEN. Yes, sir. We are not authorized to pay for 
services out of this money, sir. 

Mr. Taser. You mentioned something about personnel under this 
item. 

Colonel OursEeNn. I said outside of the indigenous people who would 
be working. They are not paid out of project 160, sir; they are paid 
from other sources. The United States civilian personnel who sup- 
port this program are paid out of the administrative portion of the 
budget. 

Mr. Taser. We will put this breakdown in the record here. 

(The material referred to follows:) 
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PAY OF CIVILIAN EMPLOYEES 


Mr. Taner. Your next item is “Civilian employees.’ There you 
have $1,071,000 allocated. How many people are involved in that 
and who are they? Are they indigenous employees or are they people 
brought in from the United States? 

Mr. Baron. They are primarily people brought in from the United 
States to work in the Ryukyu Islands. The major portion of these 
people covers people in the Ryukyu Islands. It is expected to have 
160 man-vears of work in the United States Civil Administration 
Three of those people are located in Tokyo and run a Tokyo liaison 
office for commercial activities between Japan and the Ryukyu 
Islands. 

The balance in the United States Civil Administration in the 
Ryukyu Islands are engaged in a number of different activities. 
One, they are engaged in the government and legal activities of the 
Civil Administration. That is the area in which the Civil Adminis- 
tration dev — and establishes the local government activities; 
operates, to a limited degree, certain portions of the court system; 
helps supervise the police operation in the Ryukyu Islands; and helps 
the government in establishing its own laws and in helping them 
draft up legislation and get their government organized. 

The next area would be the area of economics and finance. This 
urea is the area where they manage the overall financial problems of 
the Ryukyu Islands. They are charged with the encouragement of 
activities which result in the earvings of dollars in the islands; also 
charged with the activities which increase the production of the islands 
in order to reduce the import requirements. 

It covers the general economic field, aids the government in estab- 
lishing its budget, carrying on its functions of all its operations, 
collecting its taxes, financing itself 
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Mr. Taser. Are these entirely people from the United States 
Mr. Baron. These are all United States p ople 
I might say that none of the local costs of administration 





neluded in this appropriation whatsoevel 
Mr. Taser. What is included? 
Mr. Baron. I mean the local costs for hire of local people. L, 


people are paid, one, by their own taxes, from their own peopl _ and, 
two, as I « xpl ained, a portion of the counterpart funds are available 
ielp them in carrying out their governmental administration. 

That portion of the counterpart funds is primarily the extraordinary 


tO aioe costs of publie wor] St nd 7 tbh buil nes 


expenses or re | 


and things like that. 
| w much of this $1,071,000 would be used for the 
ducational activities? 
Mr. Baron. Approximately 20 perce 
Mr. TABER. 20 percent of that will be for education? 
Vir. Baron. That is correct. 
Mr. TABER. [ 
Ir. Baron. It includes the pay of United States civilian employee 
n the information and educational activities of the islands. It does 
not include the pay of Ryukyuans who may be working in those 
activities 
Mr. Taner. Does it include the allowances, the expenses, and the 


and schoothouse 


Mr. Tani 


Joes that include informational activities? 


pel diem of those people involved in the exchange of persons progral 
Mr. Baron. Insofar as they relate to the Ryukyu Islands, yes 
Colonel Oursen. Just a minute, Mr. Baron. Do you mean those 
~— come in here? 
General Mar 


Mr. Baron M 


AT. Perhaps vou had better clarify that. 


r Chairman, are you speul ing of the emplovees of 


) 


the United States and not the people that we nd over there to be 


> 1 ‘ 
nationai leaders : 


Mr. Taner. That is what I was asking about 

Mr. Baron. The employ, ees are paid out of those funds 

Mr. TARE! That would mean about o2 or 33. Are they educators? 
Mr. BARON They are ae ‘tors, nfori lation people They are 


tering radio activities, motion 


1y are the CreTL¢ ral 


persons who are capable of adn niet 

picture activities, and newspaper activities. And they 

people who are aiding in the « levelopment of newspapers, for example, 
development of their school system, how to e tablish their teaching 


sta..dards, and the type of school and operations that they should 
have there 

Re ‘me ombe rr the at prev iously the sc ‘hool syste m was supporte e »\ the 
Government of Japan, and all that type of work was done in Japan. 
Now it must be done in the Ryukyu Islands, and those aii there 
are doing that type of work, helping these people get their school 
system established on a firm and sound basis 
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Incidentally, they will spend time, of course, in passing on students 
who are proficient and can come back to the United States for further 
training. Some of the students who are proficient students, who are 
proficient in English and show capabilities, are sent to the United 
States under our information and education program for additional 
training, usually of 1 year’s duration. 

Then they come back and use whatever knowledge they have in 
the activities in the Ryukyu Islands. 

Mr. Taser. What other activities are involved besides the 
education? 

Mr. Baron. Newspaper publication, for example, and radio 
activities. 

Mr. Taner. How many are on the newspaper? 

Mr. Baron. I would have to check it. We have in the general 
information division approximately 13 people. 

Mr. Taser. What do the rest of them do? You have 20 percent. 
That is about 30 for the education and 13 for the newspapers; is that 
not correct? What do the rest of them do? 

Mr. Baron. These newspapers are included in this information 
group. 

Mr. Taser. Is that included in the 20 percent? 

Mr. Baron. That is included in this 20 percent; that is correct. 

Mr. Taner. What do the other one-hundred-and-thirty-odd em- 
ployees do? 

Mr. Baron. They work in the economics area, in the public health 
areas, the communications area. We run a communications system 
which runs international communications, plus the local communica- 
tions between all these islands. 

Mr. Taser. Don’t they have local people that operate those? 

Mr. Baron. The operations are by local people. But, for example, 
let us take the communications. We have established an international 
radio communication in which we sell a great deal of services to the 
military people who are stationed in Okinawa. 

For example, you can sit down at your telephone and call San 
Francisco and call Washington 

These people are technicians that have put into operation this radio 
system. It is something brandnew. We did not have this before the 
war, but it is a system of communications that is used currently. It 
is quite a money producer. 

They have established a Ryukyuan post-office system. It is not a 
part of the Japanese system any longer. These people established 
the postal system. 

That is the type of work that these people do. 

Furthermore, we have an internal telephone system, and a telegraph 
system internally within the islands, These people have rehabilitated 
that system. It was literally destroyed in the fighting during the war. 
That has been accomplished substantially. 


TRAVEL OF CIVILIAN EMPLOYEES 


Mr. Taser. I see you have an item here for $70,000 for “Travel of 
civilian employees,” which is an increase of $20,000. 

Mr. Baron. That is because the Military Sea Transport Service, 
that transports our people back and forth from the United States to 
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the Ryukyu Islands, takes them back at the conclusion of their job, 
is budgeted specifically in this budget rather than in their own general 
budget. 

It is a reimbursement item. 

Mr. Taper. This year you had an allocation of $50,000 for that 
purpose. 

Mr. Baron. That was primarily for incidental travel by individuals 
on temporary duty. 

Mr. Taser. Your obligations to the 30th of April were $14,700, 
and your expenditures $9,739. 

It does not look like you have made too good a case for the increase 
to $70,000. 

Mr. Baron. We used, wherever possible, the military system of 
transportation rather than the commercial systems. So, we were 
able to save money in that appropriation by utilizing military trans- 
portation, either on military aircraft or on commercial aircraft, or on 
military ships rather than on commercial ships. 

We made an effort to keep expenditures in that area at the very 
minimum. 

TRANSPORTATION OF COMMODITIES 

Mr. Taper. You have an item of $512,750 for ‘Transportation of 
commodities.’”” What does that cover? 

Mr. Baron. That covers the cost of transporting the petroleum 
and the fertilizer to the Ryukyu Islands. The petroleum will come 
primarily probably from the Near East. The fertilizer will probably 
come primarily from Japan. 

The item of expenditure for petroleum and fertilizer is on a f. 0. b. 
basis. It does not include the freight to the Ryukyu Islands. 


EXCHANGE OF PERSONS PROGRAM 


Mr. Taner. You have an item for “Exchange of pe rsons’”’ amounting 
to $275,000. Will you duscuss that item, please? 

Mr. Baron. That item is the one that pavs the cost of transportion 
and expenses in the United States of the national leaders. 

Mr. ANDERSEN. Can you give us a picture of just what the opera- 
tion consists of? Start with the method of selecting the people in the 
Ruykyus. 

Mr. Baron. For example, there are certain leaders in industry and 
in government and scholars in the Ryukyu Islands who are just 
natural leaders of their own people, whom we choose to take to the 
United States on a tour to see what the United States is like and to 
get the benefit of information in their particular fields that can be of 
use to them and apply it in the Ryukyu Islands. 

Now, those people are chosen primarily by the native government. 
It makes a recommendation of a group of people for us to choose from, 
and it is thoroughly discussed with the native government as to who 
is qualified to go on this type of activity. 

Then that group, which is some 2 or 3 times the number that would 
be allowed to go, is sent over to the civil administration. 

Then the thing is worked out and discussed there as to who would 
be of the greatest advantage to have sent to the United States to get 
a certain amount of training. 
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STUDENT PROGRAM 





Mr. Baron. I might mention an example of this. The students 
also are paid under this particular category. The students are sent 
from the Ryukyu Islands for additional training in the United States. 

We have had students come in here and take college level courses 
for 1 year and go back to the Ryukyu Islands. In one particular 
case, for example, a student was working in our local bank, the Bank 
of the Ryukyus. That bank has established relationships with the 
Bank of America in the United States for settling its international 
trade. 

The bank itself thought so much of this training that these people 
get in the United States that they sent back, at their own expense, 
the same student to continue his work, spending their own funds to 
get him further training. 

They also have made arrangements with the Bank of America to 
get on-the-job training of these particular individuals. They sent 
two people to San Francisco to work in a Bank of America branch 
there to get training so that they can bring the results of their training 
back to the Ryukyus Islands. 


OBLIGATIONS AND EXPENDITURES 


Mr. Taser. I note that you have an allotment for this year of 
$359,000. You claim obligations of $287,000, and expenditures of 
$24,000. How could that be? 

Colonel Oursen. I can explain that. 

On the student program, sir, we contract in advance, a fiscal year 
inadvance. That which we budgeted for in fiscal year 1953 is applied 
to students who will come in the academic school year of 1953-54. 
We have to do this so that we can get the money to the contractor, 
which in this instance is the Institute for International Education 
in New York. It has to be in the contractor’s hands by March before 
the close of the fiscal year so that he can make arrangements with the 
colleges to enter these people in September. 

With respect to the balance, it involves the support of the Michigan 
State College. The fiscal year 1953 contract for that institution, to 
provide for the academic year 1953-54 is now being finalized as of this 
moment. It should be in the hands of the Quartermaster for signa- 
ture. It is not entered and shown here as an expenditure or an obli- 
gation. 

Mr. Taser. Mr. Anderson. 

Mr. AnpersEN. No further questions. 

Mr. Taper. Dr. Fenton 

Dr. Fenton. Yes, Mr. Chairman. 


ATTITUDE OF RYUKYUANS TOWARD THE UNITED STATES 


I am just wondering what the general feeling of the people of the 
islands is toward the United States? 

Mr. Baron. The general feeling of the Ryukyuans, I believe, is 
an admiration of the United States, as is common as well to the Japan- 
ese. They attempt to try to do things our way. They are very 
industrious and attempt to copy our ways to the greatest extent 
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possible to develop economically themselves. They have a great 
admiration, I think, for the United States. 

They feel strongly as being, and wanting to be, a part of some 
place else, and they are a small cog in the islands of the Pacific, of 
course, and there is a conflict between their feeling as to whether they 
should be part of the United States, or part of Japan, or possibly a 
part of what they were 80 years ago, of China. 

It is hard to define the feeling that they have. I am sure that 
insofar as their relationship with us, they have a general admiration 
of our society. They have taken to democratic government very 
strongly and have strongly and industriously established their own 
administration there. 


TYPE OF RYUKYUAN GOVERNMENT 


Dr. Fenton. I was going to come to that. What kind of govern- 
ment do they have now? Do they elect their own legislative branch, 
yr judicial branch? 

Mr. Baron. Yes, the y do. The y ele if their own legislative branch 
and they have a judicial system established which tries cases and 
has an appellate branch in that judicial system. 

They have a strong executive operation at the present time. Prac- 
tically all of their day-to-day operations are done by Ryukyuan peo- 
ple in their own government. 

Dr. Fenron. Do they elect a chief executive? 

Mr. Baron. No; they do not elect a chief executive. He has been 
appointed. He is a carryover from the former appointed official. 
At some time in the future they may elect a chief executive, but it 
has not taken place as yet. 

Dr. Fenron. What about their legislative branch? How do they 
handle that? 

Mr. Baron. They elect it from various geographical areas, and 
the total of that legislative branch is some 33 legislators. They 
represent the island of Okinawa, portions of the island of Amami, and 
there are representatives from the other groups of islands as well. 

Dr. Fenton. Do they have two bodies in their legislative branch? 

Mr. Baron. They have a single body. And that legislature, for 
example, establishes its own budget, works on its own expenditures. 
It has committees to operate and advise the legislature on how to 
bring in legislation and improve the budget operations, and so forth. 


PAY OF CIVILIAN EMPLOYEES 


Dr. Fenton. As to your project No. 410 that you are speaking 
about, you said 20 percent of that was delegated to education. W hat 
other items go into that? I am particularly thinking of the health 
activities. 

HEALTH ACTIVITIES 


Mr. Baron. The health activities are a little less than 20 percent 
at the present time. The health activities primarily concern develop- 
ing of nursing and doctors and developing of preventive activities in 
the islands. 

Dr. Fenton. What do you mean developing of doctors? 
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Mr. Baron. Developing of doctors by helping them get started. 

We have an American doctor, for example, who is a specialist in 
tuberculosis, which is our major medical problem on the island. This 
doctor has been there and he has worked with their own doctors and 


helped them on methods of how to fight tuberculosis. They have 
helped them establish health centers within the limitations of their 
own standards of living over there. They are not as elaborate, of 
course, os anything we have over here, 

Dr. Fenron. Are these all qualified medical men? 


Mr pears These are all qualified medical men that are brought 
in to do that job. 

Dr. Fenton. I mean the natives 

Mr. Baron. That is might. Thev are qualified in the medical 
sense. They have had medical training. Of course, it is not “as 
elaborate as the training we have over here. Prim: ily they have 
had training in Japan and will be qualified doctors from the Japanese 
pomt ot view. 

Dr. Fenron. How many of our specialists are there? 

Mr. Baron. We have about 6 or 7 specialists in that area. 

Dr. Fenton. Are they brought over from the United States? 

Mr. Baron. From the United States 


It i not all in medicine They also have veterinary work. There 
is also work to establish control of plant diseases. We have very 
serious prob Lona. for example, in sweetpotato virus. It was neces- 
sarv to brine in somebody to fight that disease and hel p to destroy 


it, because it is the major crop of the islands In fact, if the crop 
fails, there are a creat numbe re of people who will ¢ tarve to death. 

Dr. Fenron. Are there any United States Public Health doctors 
there? 

ir BARON No 

Dr. Fenton. Are these all civilian 

Mr. Baron. They are all civilians, except once in a while on a 
special project a military man who is qualified may be brought in to 
aid 

sut, generally speaking, they are a civilian operation. 

Dr. Fenton. What is the mortality rate there and the morbidity 
rate? 

Mr. Baron. I can’t answer it right offhand, but the propulation is 
increasing currently. I would say, from general observation, it is 
substantially the same as in Japan, which has an increasing population 
as well. 

Dr. Fenton. What is the prevalent disease? 

Mr. Baron. The main problem is in tuberculosis. Up to very 
recently, in the last couple of years, the big problem has been malaria. 
But malaria has been successfully fought and defeated. At one time, 
about 60 percent of the people in one area had malaria. It was in 
the southern islands. But it has been destroyed and more or less 
wiped out. 

The incidence of new cases has been very small. It has been one 
of our greatest developments there. 

Dr. Fenron. Do you know the answer to solve tuberculosis? 

Mr. Baron. We are using every method that we have to fight 
that tuberculosis problem. 

Dr. Fenton. What are you doing? 
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General Marquart. We will get that for you, sir, and include it in 
your record. 

(The following information was supplied: ) 

The incidence of tuberculosis among the native population of the Ryukyus is 
upward of 12 per thousand as determined by X-ray A training and treatment 


program for tuberculosis patients has been effected. A Ryukyuan TB scientific 
center has been established and the tuberculosis hospital on Miyako is being 
rehabilitated fora 210-bed capacity. The Kim TB hospital has been rehabilitated 


and modern training in treatment started. The use of streptomycin and PAS 
has been instituted. 

Dr. Fenton. | think that is all, Mr. Chairman 

Mr. Taper. Mr. Davis. 


FORMULA FOR ECONOMIC AID 


Mr. Davis. Mr. Chairman, one of the things | have not been able 
to get clear is the formula on which the amount of economie aid is 
determined. 

Mr. Baron. The formula for economic aid in the past has been the 
number of dollars needed to finance the deficit in the cost of the import 
program. 

In other words, the Ryukyu Islands have not vet been able to earn 
enough foreign exchange to finance the needed import program. And 
this deficit has been made up by GARIOA for the past vears since the 
end of the war. 

Starting right at the end of the war, of course, there were no dollar 
earnings to speak of. At the present time they are earning substan 
tial dollar earnings. We expect them to earn approximately $54 
million out of the needed $60 million. 

However, we are asking in this appropriation for only $1.8 million 
of that particular deficit. 

If we can make economies in the import requirements, for example, 
if we have a better crop, if we have less needed import requirements, 
or if we get more jobs from the military or sell more services to people, 
our deficit will go down a little bit this next year. 

If it is as we expect here, we will have to finance the deficit internally 
to the extent of $4 million. 

I might mention in this regard that this is right in the midst of a 
changing condition in the Ryukyu Islands. We are rapidly ap- 
proaching self-sufficiency. 

The activities in the economic field have paid off in developing this 
self-sufficiency. 

At the same time, the United States, in the form of its military 
operations, receives a great deal of services from this government of 
the Ryukyu Islands. 

For example, the United States operates in a very peaceful area 
out there. Their areas are well policed. The traffic is managed by 
Ryukyuan policemen, and for that service the United States pays 
nothing. 

However, in the past the United States was underwriting the 
country, but when we get down to such a figure as $1,800,000, it 
probably doesn’t pay the total costs of the government of the Ryukyu 
Islands that are necessitated by the fact of the presence of the United 
States military operations there. 
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In other words, our public-health expenditures are high in the areas 
where we have the United States people located, because we go all 
out for preventive medicine in that area to keep down the possibility 
of disease spilling over from a local area into the troops. And that 
takes a lot of money. It takes only the local governments’ money 
and they are the agencies who are paying that particular bill at th 
present time 

In the past years, of course, the contribution by GARIOA has 
ereatly outweighed the amount of benefits that we are getting from 
them. 


But in this ones r ecw the United States will ret, in my opinion, 
more benefits ths > money that the Vv are putting in. at the current 
te aa 800.000. 

Mr. Davis. Of course, the $1,800,000 is a drop in the bucket, 


because you are crediting the economy of the Ryukyus with all that 
they have been able to obtain from a very heavily financed military 


ra) ) 


construction program, are you n 

Mr. Baron. That is correct. However, I am considering that as 
earnings from the United States military operation in the normal 
sense of the word, if s not a relief appropriation. 


The military expenditures are in no sense relief money in this. 
What I am speaking about from United States aid is relief aid, 
this government and relief operation. 


FUTURE NEEDS FOR ECONOMIC AID 


Mr. Davis. What can we expect in the foreseeable future as to 
what you would determine a normal United States contribution 
for this area once we assume that the military construction program 
has been completed? 

Mr. Baron. You are speaking from the economic field, are you 
not? 

Mr. Davis. Yes 

Mr. Baron. We hope from the economic area that we can in the 
future balance our earnings with our expenditures and that there will 
be no economic aid necessary from the United States Government. 

Mr. Davis. That is, through this appropriation. 

Mr. Baron. Yes. Through this appropriation we do not expect 
to have out-and-out economic aid for the meeting of a deficit in the 
economy, meaning that they must have relief money 

We expect to make it a self-sufficient basis. 

We are rapidly approaching that, because, as you know this amount 
of appropriation covers only 3 percent of the import requirements. 
Ninety-seven percent is financed locally, of course, which is dependent 
entirely upon, or to the greatest degree upon, earning money from 
the military operations. 

Now, the whole economy of this island has changed from an agri- 
cultural economy to one supporting a large-scale military establish- 
ment. It cannot operate as an agricultural economy as long as the 
military are there. It is just impossible. 

Likewise, the eure operation would not be successful unless 
they had these people to back them up and perform this labor. With- 
out them it would require tremendous additional expenditures by the 
United States. 
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| cannot overemphasize that factor because, as the gentleman here 
has pointed out, we do not pay United States rates to these Ryuk- 
yuans. They get, say, $25 or $30 a month for these jobs, and they 
drive trucks just like an American would drive them. They take 

are of them. ‘They work the same number of hours or more, and 
cover the same space. 

You can’t tell the difference between a truckdriver who is a soldier 
or a truckdriver who isa Ryukyuan. They are both equally proficient 

General Marquart. I think what Mr. Baron has been telling you 
is that we hope the Army will go on a pay-as-you-go basis, and that 
the proceeds for procurement of services will contribute invisible ex- 
ports to the extent necessary to supplement the Ryukyuan visible 
export income in aggregate volume sufficient to meet their require- 
ments. 

We do impose, as Mr. Baron mentioned, certain special additional 
requirements, due to the fact that the military is on the ground, such 
as additional police for traffic control, road maintenance, sanitary 
standards—matters of that kind—which in a Ryukyuan normal econ- 
omy, would be drastically reduced. 

Our objective is, of course, to have the military pay for the services 
at the existing greatly reduced costs and to have that in turn contribute 
invisible export income which would meet the deficit. 

Now, may I refer you to pages 12 of the justification, which shows 

the balance of p: iyments position, indicating that this program actually 
is in deficit by $6 million of which $4.3 million is met from available 
dollar resources of the Ryukyuan economy itself, and $1.8 million is 
United States economic aid ached in this particular program. 
The direction, we think, is proper but still we will be faced with 
the problem of whether or ae when military construction ceases, 
employment for services for the military will completely compensate 
for the labor requirements of the present or whether it will be necessary 
to make other arrangements. We can’t foresee the answer as of the 
present date of course. We will have to handle that problem as 
it arises 


ESTABLISHMENT OF LEGISLATIVE BODY 


Mr. Davis. Last year in the hearings there was considerable 
re about three things that were in progress. One of them 

vas the establishment of a legislative body composed of local people. 
Hs is the at been accomplished since last vear? 


Mr. »ARON, Yes, sir. 
CONSTRUCTION OF POWER PLANT 


Mr. Davis. The second was the construction of the powerplant. 
Has that been completed? 

Mr. Baron. Substantially completed. It is in operation at the 
present time, but the finishing is being done on it. It will be done by 
June 30 of this year. 


ESTABLISHMENT OF SUGAR MILL 


Mr. Davis. And the third is the sugar mill. It is a going business, 
is it not? 

Mr. Baron. It is operating, and the first sugar season has been 
finished. 
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EXCHANGE OF PERSONS 


Mr. Davis. As to this bringing in of people from that area into the 
United States, there are 2 phases of it; 1 is just plain visitation that 
lasts on an average of 3 months; is that correct? 

Mr. Baron. That is correct. 

Mr. Davis. Then there is the student program, where they stay 
here for 1 or more vears; is that correct? 

Mr. Baron. That is correct. 

Mr. Davis. Those students are able to speak English, are they, 
before they come here? 

Mr. Baron. Yes. 

Mr. Davis. Is that one of the requirements? 

Mr. Baron. That is one. 

Mr. Davis. In every case? 

Mr. Baron. That is one of the qualifications before they can be 
considered. 

Mr. Davis. How do you handle them after you get them here? 

Colonel Oursen. That is done by the Institute for International 
Kdueation. 

Mr. Davis. Is that a governmental agency? 

Colonel Oursen. No, sir. It is a nonprofit organization, financed 
and supported by Ford, Rockefeller, and Carnegie and various other 
endowment and philanthropic societies. It maintains its main office 
in New York City. 

The LIE acts under a contract arrangement with us to contact the 
colleges and try to put each individual student in a college that will 
meet his requirements or his desires. 

Now, of course, there are various institutions that cannot, because 
they are filled up, accept the Ryukyuan students, and I have particu- 
lar reference to the very great difficulty we have in trying to get them 
into the medical field. It is extremely difficult for us, because they 
do not have a great deal of training and cannot meet the standards 
that prevail here. 

And the English language handicap is particularly significant. 

So we are finding in this student program that for almost a half 
year when these people come here they have a great deal of difficulty 
even trying to get accustomed to their new surroundings and to be 
capable enough with the English language so that they can go ahead 
and pursue a normal load. 

Many of them take only a half load until they become more pro- 
ficient with the language. 

In support of what Mr. Baron is saying, the emphasis now is not 
so much on the reorientation, which applied to the Japanese, but to 
train them as technicians. 

We select those who show the greatest promise and keep them here 
2 vears, 3 years, so that we will eventually send some of them back to 
the Ryukyu Islands as trained engineers, chemists, teachers, and 
in other needed skills. 

But we are not as yet trying to do much in the field of medicine, as 
I said before, or the legal profession, because those courses take too 
long in order to come up with the proficiency that is desired. 

In the fields of medicine, law, dentistry, students are sent to Japan 
at individual, or Ryukyuan Government expense, and have them take 
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e basic course in Japan. We expect to top them off with a vear or 2 
ars of a good postgraduate course in the United States to give them 
<perience in American techniques. 


FUTURE ECONOMY OF AREA 


Mr. Davis. Is it your best judgment now that by the time the 
onstruction program has been completed, the economy of this area 

ill have developed to the point that it can take up that slack, so 
hat after this vear we need not anticipate requests for economic 
assistance for this area? 

Mr. Baron. What we expect is for the Ryukyuans to be able to 

ipport themselves, considering that the Army, in its operations, will 
nav for all services that it receives. 

(nd when the construction program is terminated, we hope that the 
neople will be absorbed either through operational activities of the 
Army, or will be able to go back within their local economy and work 
there and produce useful things and either sell them to the Military 
Establishment or to the personnel who are stationed there, or will make 
a greater contribution in agriculture and fishing than at the present 
time 

Now, General Marquat mentioned the fact that the only land that 
is not being completely utilized right now is the marginal land that 
can be used either for sugarcane or sweetpotatoes. So that labor is 
vorking for the military, but some of that labor can be absorbed back 
on that particular land. 

Now, we expect that will be the case at the termination of construec- 
tion, that they will be completely absorbed and established as self- 
sufficient. 

General Marquart. I don’t believe it would be correct to say, at 
this time, that after the coming fiscal vear the Ryukyuans will be self- 
supporting. They will depend for a long time upon an income from 
the militarv in one way or another. 

And I repeat that, in my personal opinion, the adjustment of the 
economy back toward a peacetime level in anticipation of the time 
when military activity will cease, must be anticipated by us and met 
in terms of gradual adjustments as the problems arise. 

The economy itself has always been a deficit economy, and without 

itside aid of some kind, I don’t believe that the prospect for self- 
upport is possible. 

Mr. Davis. I was anticipating that even what you might call a 
peacetime economy would still entail a certain amount of minimum 
military operations on the part of the United St: ites in that area. 

General Marquart. That is right. But we can’t tell how much at 
the present time. Therefore, one cannot now predict at what future 
date they will become self-sufficient through the assistance of per- 
manent contributions from defense activities which may be developed 
permanently in that area in the future. 


AVERAGE SALARIES OF AMERICAN CIVILIANS 


Mr. Davis. If I properly interpreted some information which was 
inserted in the printed record of the hearings last year, the average 
pay of the American civilians in this area exceeds $7,000 a vear. 
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Does that sound about right to you? 
Mr. Baron. The average pay is about $5,200 a year, not counting 
the overseas differential allowance which is established by the State 
Department 
\ir. Davis. Has that been running about 25 percent? 
Mr. Baron. It is running currently at 25 percent. 
They have not made up their minds as to what it is going to be July 
l as vet. We are trying to get that figure out of them, but it is 


assumed to be 15 percent in this budget for 1954. 


General Marqi Of course, an explanation for the high pay rat 
would be found in the fact that you must have all specialists Wi 
don’t have aa y just ordinary operating pe rsonnel there. 

But the civilians vou require as consultants must be specialists 

nd, olf course heir salary brackets are higher 

Mir. Davis. Do you not have clerical help and thines of that kind 
meimaed in those irllt 

General Nl LRQUAT l excluded thi clerteal help | um speaking 
about the special consultants and that tvpe of people 

Mii | KI Are not the Ryukvuans capable of doing this clerical! 
Wo 

(rel il Ni Q r. Mr. Baron, | belie can answer that 

Mi BARO i hve : capable ft bein devel d into being 
capubie ind the emphasis is. of course, to replace the American 
clerical and DAC (Department of Army civilians) emplovees with 
Rvukyuan peopl 

Wi annot complete} do that because of the Security proposition 
However, to the xtent 1) it can be done, it is being done at thi 

irren } 

Mr. Taner. There is not much of a security problem with th 
folks that pre empio ed there, is the re? 


‘ 


General Marquart. We were referring principally, Mr. Chairman, 
to the fact that simce USCAR headquarters is a military establishment, 
there are confidential papers that pass through that headquarters, 
and in most of the offices it is necessary to keep the clerical help all 
under close ecurity checks 

That was the reference rather than fact that there is any threat in 
the average clerical em] loy ee 

Mr. Davis. That is all, Mr. Chairman 

Mr. Taner. Mr. Gary. 


EDUCATIONAL OPPORTUNITIES UNDER JAPANESE OCCUPATION 


Mr. Gary. With reference to vour student training program and 
the ability of the Rvukyuans to take over these clerical jobs, is it 
not a fact that during Japanese occupation, the natives were not given 


any educational opportunities at all? 


Colonel Outsen. Only in minor capacities, sir Not anything ol 
‘ : ; ; , 
any administrative significance in the Ryukyuan Islands, not in any 
leadership capa ty at all 


We are trying to do the reverse of that 

Mr. Gary. They were practically slaves of the Japanese. They 
pulled the rickshaws and served the Japanese in other menial tasks 
They received no training that would qualify them for clerical or 


professional positions is that not correct? 





Colonel Oursen. Right. In the teaching profession, yi 
vears of normal training for their teachers in the islands is what V 
had Most of the teachers in the hich schools and hich r education 
there were imported from Japan 

OPE! PION OF POW PLAN 

Mr. Gary. Who is operating the powerplant toda 

Mr. Baron. The powerplant is still under constructio 
about 96 pe reent ¢ ymplet d. as of the time I left thi st mont 
lt will be completed on June 30 t is being operated by the mi 
tary the command the re, ih connection with the const ection. hich 
is th lo-Shiba Co 

Mr. Gary. It has not vet been turned over to the local govern- 
ment: is that correct 

Mir. Baron. That is right However. thei s electricity coming 
off the lines during this interim period that 1s being made available 
to the local government and is | iy sold by them in the breaking-in 
perio i is being sold by them at the pre sent tim | » low al : LIVILLeS 

\lr. Gary. When will it be turned over to the local government? 

Nii Baron. The powerplant is expected to be cor ipl ted here on 
June 30 of this yea After that time [ think the comp! arrange- 
m ts will be made 

\ir. Gary. Has it been d rmined una what svstem ! 
Oop ‘ated? 

\ir. Baron. It is under consideration at the 4 ent tim 
what the relationship is rome to he and how the operation ) 
Lo be carried out Is now und recon Te ration 

Mr. Taper. Can vou tell us how much it will cost? 

Mr. Baron. $7,200,000, including all of the transmission lt is a 
16.000 kilowatt-hour steam plant, composed of 4 different units of 


11.500 kilowatts in each unit 

Mr. Gary. It was mv understanding last vear when Visited 
Okinawa and viewed the plant that the plant is being constructed 
entirely by United States funds 

Mr. Baron. That is correct. 

Mr. Gary. It was then contemplated that after con ‘tion was 


1 
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completed it would be turned over to the | KVuan vovernme! 
} 


and the Federal Power Commission sent technicians to Okinawa to 


make a survey lo determine what price the | nited States should pay 
for the power that it 1s rome to use, so tha ) 
make a reasonable profit for the benefit of their economy 
Is that the present plan? 


Mir. Baron. That 1s substantially the present plan. The Rvul 


ans are expected to make a considerable profit oa that on: ratio 
which will aid them in their financial condition, of course, in this 
curren veal It is currently helpi them out bv the fact that 
they are utilizing electricity and selling it at th present momel 
Mir. Gary. A large part of the power that will be generated a 
that pla t is absolutely necessary f I our mil ary operations 1 


Okinawa: is 1t not? 
\ir. Baron. Yes 
Mir. Gary. What arrangements will be made to insure the delivery 

of the amount of power that we need at all times 
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Mr. Baron. There is no intention to lose control in effect of the 
power plant by the Civil Administration or the military side, as 
opposed to a local government agency. 

In other words, that plant must give the power that the military 
needs to the military. It must sell it to them. There is no question 
of that. And the plant will be dominated by the civil administration 
on the island. 

So that there is no chance that the security of the United States 
forces will be jeopardized by any local activity to deny the power 
to the military? 

Mr. Gary. Will the United States retain such control over that 
plant that in the event it is being inefficiently operated, we can insist 
at all times on efficient operation? 

Mr. Baron. That is correct. There is no intention to in any way 
be subject to mismanagement or inefficient management, or a holdup 
as against the military in selling it to them. 

That control will be maintained in the person of the civil adminis- 
trator on the Ryukyu Islands. 

Mr. Gary. As I understand the situation, the United States control 
in the Ryukyus is different from that in the other islands; it is, in 
essence, United States control? 

Mr. Baron. That is correct. 

General Marquat. The United States administration is defined in 
article III of the peace treaty. 

I think I know what you have in mind, and the military is consider- 
ing the factors that you have mentioned here. 

Mr. Baron’s comments are objective in nature, and we haven’t 
actually arrived at the precise procedure which will be used in order 
to retain the essential control of power in Okinawa and at the same 
time comply with the intent of Congress to make this enterprise a 
revenue producer for the Okinawans. 

That problem is being studied now and we will have a later report 
to make to the Congress as to the final operational procedures. 

Mr. Gary. I was impressed with the importance of the problem, 
during my visit, because as long as we are paying for the powerplant 
I think the arrangements should be such that at no time will we fail 
to get the power that is necessary and that at all times the operation 
of the plant will be favorable to the United States. 

General Marquat. You have touched upon another sensitive 
point which is that, as of the moment, the Ryukyuans are not capable 
of operating the plant. 

Mr. Gary. We were told they did not have the properly trained 
men. There was some talk of getting some trained personnel from 
Japan, | believe. 

General Marquart. Probably an outside operating company will 
be required. 

But, of course, to the extent that the power plant did not function 
or was damaged or was not properly maintained, the security issue 
would be magnified. 

Mr. Gary. I am in accord with the general policy there, but I do 
think that, as long as we are putting up all the money, the interests 
of the United States should be fully protected in that plant. 

Mr. Taper. Mr. Rooney. 
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PERCENTAGE OF POPULATION SPEAKING ENGLISH 


Mr. Rooney. Can you approximate the percentage of the Ryu- 
kyuan population who speaks English? 

Mr. Baron. They all have had English training in schools and are 
getting it today. The older generation just does not speak it at all, 
but they are rapidly dying out. 

Since the Japanese went down there they gave English training 
to everybody there. 

Mr. Rooney. At the present time is the English language taught 
in all the schools? 

Mr. Baron. It is in all the schools. And there is a variation in 
the way they can speak English. They all know some of the words, 
but there are very few who are really proficient. 

Even those that take 6 years of it in school are not proficient at 
all. But everybody gets along with the few words that they may 
know. 

Mr. Rooney. That is all, Mr. Chairman. 

Mr. Taner. Are there any other questions? 

If not, the committee will recess until 10 o’clock Monday. 


Monpay, JUNE 8, 1953. 
GOVERNMENT IN OCCUPIED AREAS 


JAMES B. CONANT, UNITED STATES HIGH COMMISSIONER FOR 
GERMANY 

ROBERT L. JOHNSON, ADMINISTRATOR, UNITED STATES INTER- 
NATIONAL INFORMATION ADMINISTRATION 

GEOFFREY W. LEWIS, ACTING DIRECTOR, BUREAU OF GERMAN 
AFFAIRS, DEPARTMENT OF STATE 

GLENN G. WOLFE, EXECUTIVE DIRECTOR, HIGH COMMISSION, 
GERMANY 

ALFRED V. BOERNER, DIRECTOR, OFFICE OF PUBLIC AFFAIRS, 
HIGH COMMISSION, GERMANY 

FRANK K. HEFNER, EXFCUTIVE DIRECTOR, BUREAU OF GERMAN 
AFFAIRS, DEPARTMENT OF STATE 
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PROGRAMS IIA 

EDWARD B. WILBER, BUDGET OFFICER, DEPARTMENT OF STATE 


Amounts available for obligation 


1952 actual l estimal 154 estimate 
Appropriation or estimate $26, 880, OOO $19, 000, 004 $16, 090, 000 
Reimbursements from other accounts 3, 932, 957 3, 880, 564 3, 627, 343 
Total available for obligation 30, 812, 957 22, 880, 564 49, 627, 343 
Unobligated balance, estimated savings 3, 784 
Obligations incurred 30, 809, 173 22, 880, 564 | 49, 627, 343 
Comparative transfer from 
‘Local currency operations, Germany”’ 60, 132, 224 25, 726, 487 
“Local currency operations, Austria”’ 5, 385, 443 6, 461, 893 
Goods and services paid by the Federal Republic of Ger 
many as costs of the occupation 17, 167, 371 5, 885, 506 
Total obligations . 113, 494, 211 60, 954, 450 49, 627, 343 
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Obligations by activities 
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Obligations by objects—Continued 
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GERMANY 


Mr. Taper. Dr. Conant, what is your official title? 
Dr. Conant. United States High Commissioner for Germany. 


GENERAL STATEMENT 


\Ir. Taper. Do you have a general statement that you would like 
to make to the committee? 

Dr. Conant. Yes, I have a general statement here which is in 
mimeograph form, which I would like to present to you and have in 
the record. But, if I may, | would like to speak briefly and informally 
to present the essence of the statement, if that is agreeable to you 
and the members of the committee. 

Mr. TasBer. That will be satisfactory. We will want a full explana- 
tion of this program. We will have your mimeographed statement 
inserted in the record at this point. 

(The statement referred to is as follows:) 


Mr. Chairman and members of the committee, the budget request being dis 
ed today represents the amount required in 1954 by the civilian activities of 
United States Government which come under the direction of the High 

Com ioner’s Office in Germany 
(n presenting this budget I want to call the committee’s attention to the progres- 


sive and drastic diminution in the size of the budget for Germany over the past 3 

ars. The figures are $101,792,340 in 1952, $48,718,831 in 19538, and $39,966,700 
for 1954, a reduction for the new year of $8,752,131 or 18 percent or a 29 percent 
reduction in operating expenses The 1954 total breaks down into $14,133,782 

ich will come from the United States Treasury, and $25,832,918, which is ar 
1uthorization to spend deutschemarks derived from repayment of surplus- 
property credits owed to the United States by the Federal Republic of Germany 

This year’s budget represents a careful reexamination of all activities carried on 
i Germany and the elimination of all those that in our judgment can be given up 
vithout jeopardizing the fundamental objectives of our mission in Germany I 


expect that next vear the budget will be reduced still further for I am convinced 
hat a vear from now the EDC treaties will have been ratified thereby eliminating 
some of our occupation functions. I wish I could bring in a smaller budget this 
vear, but I am convinced that further reductions would not only impair the 
efficiency of the operation, but would also have serious political repercussions in 
Germany today 
In all our efforts to economize, however, we have been guided by two principles 
1) We must not impair or jeopardize the interests of the United States by unwise 
or hasty abandonment of an operation in which we have a major political invest- 
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ment, and (2) we must avoid disastrous repercussions on German or other Euro 

pean opinion which would result from the elimination or serious reduction of 

particular activity having special political significance. Most of our operation 

in Berlin, for example, are in this category. I should like to emphasize to thi 


committee this twofold aspect of our programing for the future: Economy and 
careful assessment of political effect 


a 





The budget is in two parts: (1) Dollars in amount of $14,100,000 which com 
pares to our appropriation of $17,300,000 for fiscal \ ear 1953 and represents dollar 
expenditures from current United States taxes; (2) the balance of $25,800,000 
represents an authorization for the drawing down of DM’s against the surplu 
property credits, an asset of the United States taxpayers, but which does not 
require current dollar expenditures. Heretofore these local expenses hae bee: 


recei\ ed without lar appropriations. In addition there is an authorization t« 
receive occupation cost support from the German Federal Republic and Berti: 
However, it does not include certain items of occupation costs and mandator 
expenses which [ would like to discuss at a later point in my statement. 

I am sure hg” not ee to emphasize the fact that we are in a critical transi 
tional porn din Et . Germany occupies a crucial position in Europe and w 
must recognize >t] ere will be special problems and dangers to be met. 

It is true that American policy in Germany during the past years has bee: 
singularly successful. Through the Marshall plan we have helped German 
initiative to rebuild a decent life out of the ruins left by Hitler and the war. A) 
industrial revival, unequaled in Europe, has taken piace in Germany since 1945 
Industrial production is at over 150 percent of the level of 1936, the last prewar 
normrai year, and Germany has great reserves to its credit in the EPU. If 
were not for this revival of the German economy, the burdens resulting from th« 
destruction of war, the absorption of more than 10 million refugees, and the 
contribution being made by Germany to the support of Western troops could not 
be carried. But a recession in Germany’s foreign trade, or serious poiitical cris 
in the country could have disastrous effects on the unfinished structure of 
Germany’s recovery 


On the political side, too, there has been a healthy recovery. A parliamentary 
Federal system of government has been built up under the leadership of demo- 
cratically minded men both in the Government and in the opposition. The 


Federal Republic has joined with other Western states in major cooperative enter- 
prises such as the Schuman plan, the Council of Europe, and has denonstrated 
its readiness to play its part in the creation and development of a genuine con- 
munity of European states. It has stood fast against the blandishments of 
communism and the pressures of the Soviet bloc. At the polls it has persistently 
rejected the Communist Party, whose strength has declined to an average of less 
then 5 percent, a third of what it was in 1945. 

But Germany is still split by the Iron Curtain which divides families and has 
worked havoc in the close-knit fabric of the German economy. It is an area of 
conflict between Soviet and Western interests, it has long been a major battle- 
ground in the cold war. It is certain to be an important field for Soviet political 
and propaganda maneuver during the coring months. As you know a f>w days 
ago the Soviets transformed their military control commission in Eastern Germany 
into a civilian high commission, which seems to me to presag2 some new political 
or propaganda offensive which we must be prepared to meet. At this tine we 
feel it extremely important therefore to retain such effective tools as our Ger» an- 
Janguage newspaper, Neue Zeitung, and our radio station in West Berlin, RIAS, 
at their present operating leve Is. 

Moreover, Germany is a key area in the proposed European Defense Community 
foreseen by the contractual agreements negotiated over a year ago. Our policy in 
Europe turns, in large part, upon the arrangements provided for in these agree- 
ments. Their fate will be decided during the next few months, and I am confident 
the agreements will soon be finally ratified and in force. But whatever their fate, 
we will have the tremendous task of adjusting our policies and operations to a 
new situation in Europe and particularly in Germany during the next year. We 
cannot avoid this responsibility even if we want to. 

This is also an election year in the Federal Republic, and we may expect a 
spirited contest among the various parties. A number of domestic issues will be 
bitterly debated by the electorate and this may obscure foreign-policy issues we 
are interested in. A few extremists on both the right and the left, both rabidly 
anti-American, will undoubtedly trouble the waters. Although in full agreement 
with us in opposition to communism and to Soviet aggression, the largest political 
party in the democratic opposition to the present government, the SPD, disagrees 
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ith American policy on a number of major points, and will undoubtedly make its 
ews an issue in the campaign. All in all we may expect that elements of un- 
ertainty will be injected into the German situation during the coming election 
ampaign 
Finally, there is the problem of Berlin. Twenty percent of our operating 
idget is for Berlin alone. Berlin is an outpost of freedom which has become 
ymbol to the entire world of the determination of freedom-loving nations not 
vield on basie principles inherent in our way of life. It has become a symbol] 
the courage and faith of millions of people subjected to inhuman pressures by 
Communist dictatorship. Our part in the holding of this outpost of the free 
rid has been an honorable, and to many other nations, an inspiring example 
ven after the contractuals are in force, Berlin will be a special case for us. It 
vill have a status different from that of the Federal Republie and a relatively 
ore intensive effort on our part will be required in Berlin 


THE PROGRAM 


o that the Congress may more easily understand the components of this 
et, we have broken down our activities into four major categories 
r functions: 

1. Conduet of relations with Germany, which includes political, economic, and 

ral activities: (a) normal to the conduct of diplomatic relations between powers, 

the special and unusual responsibilities which will stem from the provisions 
f the contractual agreements, (c) the e ympletion of the « ecupati n programs in 
West Germany, and (d) the continued occupation of Berlin 

2. Statutory and technical consular activity, which provides for the regular 

passport, visa, and protective services functions of the six consultants general 
nd the consular office in Berlin, including a capital investment for completion 
f building program in the consulate cities 

3. The administrative activity, which supports the entire German operation 

the Office of the United States High Commissioner and consulates, as well as 
ertain other agencies of the United States Government in Germany, and 

$. The public affairs program. The size, seope, and nature of the publie 
iffairs program are dictated essentially by the requirements and priorities of our 
political strategy in Germany As I have said, Germany is a major area of con- 
flict in the cold war. It is perhaps the most valuable prize which the Communists 
seek to split off from the West in Europe through their political and psychological 
naneuvers. The Communists spent hundreds of millions of marks each vear to 
sustain the operations of this propaganda machine, which grinds out a steady 
stream of anti-American, anti-Western materials and neutralism. 

I cannot overstress the importance I attach to our insuring that this kev area 
does not fall into the Communist orbit, or that the German people are not sub- 
verted to the aims of Soviet policies A major objective of our public affairs 
program is that of meeting the constant and persistent effort of the Communists 
to weaken German confidence in American leadership, and to distort and defame 
the aims and policies of our country throughout the world 

Another objective is the strengthening of the ties of friendship between our 
peoples that have been built up since the end of the war. We want to be friends 
with a democratic Germany, an economically strong Germany, a Germany in 
which the people are dedicated to the ideals of democracy, and who understand 
our aims, our way of life, and who sincerely desire to cooperate in the major enter- 
prises of the free world. Only such a Germany would be a reliable partner for 
the long pull 

We have special problems arising from the presence of large numbers of United 
States troops in Germany. It is important that relations between our troops and 
the German people be as friendly as possible, and that confidence in our military 
strength and leadership in Germany be sustained. Public affairs operations in 
Germany must be coordinated as closely as possible with those of our military 
authorities to assist in the serving of these purposes 

3ecause of our position in West Berlin, a hundred miles inside the Iron Curtain, 
we are also able to reach millions of captive people in the Soviet zone, and even 
beyond its borders. We tell the American story daily by radio, through news- 
papers, and pamphlets, and by personal contact with those who make the hazard- 
ous journey to the western sectors of the city. This story of American intentions 
and policies, of our way of life, of the strength, unity, and determination of the 
free world brings hope to millions who look forward to eventual liberation from 
their present hard lot and to their return to the West 
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To achieve these objectives, we employ a variety of methods aimed at specific 











audiences, complementing each other In Berlin RIAS broadeasts on a 24-hour 
basis to the people of Berlin and the Soviet Zone The America houses serve as 
outlets for our films, publications, books, exhibits, and lectures, and have become 
centers of comm ty activities in Germany Through the exchange of persons 
lected German leaders, yonng people, students, teachers, 

United States for direct contact with our people, our insti 

v of life Che Neue Zeitung, our German-language news 

“ire ition of 200,000 copies is aimed at the leaders of public 

and is one of the most influential newspapers in the country 
san auxiliary to our other efforts are seen by a total audience 

he economie recovery of the Federal Republic has been un 

Germany’s recovery in terms of changes in ideas of gover 

and relati ps with Western countries has been equally heartening 

In the period betwe the two World Wars the Communist Party was a signifi 
force in ( political life intil Hitler suppressed not only the Com 
st Party but those political groups which represented the democratic peonles 
Germal After World War II, up to 1949, the Communist Party in West 
Gern v polled 14 to 15 percent of the total vote. Today the Communist Part 





West Germany can muster less than 5 percent of the vote on any issue in the 





Federal Republic. in West Berlin, surrounded on all sides by the Communist- 

ntrolled Kast Zone, Communist strength is of little significance. This ehange 

{ not just happen by itself Major credit belongs to democratically minded 

en such as Chancellor Adenauer and the opposition leaders. But the Allied 
Powers, United States, France, and Britain have made decisive contribution to the 
treng ing of these democratic, anti-Communist forces. One cannot measur 
in statisties the effects of the public affairs program in Germany over this postwar 
period but [ am convinced that it has been a major factor. Our persuasion and 
influence has reached to the roots of the political, social, and educational life of 
Germany | have repeatedly been told by important and influential Germans of 
the 





appreciation of our leadership and assistance helping them reestblish a free 
f life and a republican form of government 

In this connection, | think it is significant that the Federal Re publie has been 
the first of the European nations to ratify the European Defense Treaty. It is a 
neasure of Germany’s desire to cooperate with the United States and other free 
nations. It is a major step toward our goal of bringing Germany into the family 
of free nations and into the partnership in the European community. 

Against this background we have planned the public affairs program and budget 
for the fiscal vear 1954 

The public affairs budget for 1954 is $20,974,340. This compares with $61,- 
195,900 for 1952 and estimated obligations for the current fiscal vear of $28,761,- 
000. Put another way the budget for the next fiscal year is one-third for the past 
fiscal vear and approximately three-fourths of the budget for the current fiscal 
year. These figures indicate the sweeping change in the scope of the program, 
and the eliminating of activities not required to achieve our political objectives. 

Not only have we forn lated a much reduced budget for 1954 but we have 


already taken steps in the 1953 program to reflect this reduction by July 1 This 

has been accomplished through careful review of all our programs and by fore- 

going any expenditures, although desirable and helpful in meeting our goals, that 

were in our judgment not absolutely essential to our mission We have brought 
i 


our personnel and organization in line with our 1954 budget, and we have com- 
pleted the adj istments necessary to reach our 1954 planned level with a single 
exception. 

The budget proposes that Die Neue Zeitung, the American newspaper il 
Germany, be placed on a weekly rather than daily basis effective July 1. This 
change from a daily to a weekly was planned as an economy measure. It is my 
judgment based upon numerous discussions with key officials in the information 
programs here and in Germany, with the survey team recently sent to Germany 
as well as with many Germans that a weekly newspaper would not be an effective 
instrument in meeting the critical issues which we face in Germany in the months 
just ahead. Therefore, it is my proposal to the committee that Die Neue Zeitung 


not be converted to a weekly but be continued for the time being as a daily. 
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THE COST 


I have said earlier that we require a total amount of $39,966,700. This amount 
includes the funds for Germany budgeted in the Department’s salaries and 
expenses ($2,303,700) and representation allowances ($15,000) appropriations 
The subcommittee hearing the State Department appropriations was advised 
these requirements would be justified at this time along with those under 
Government in occupied areas” appropriation. In order that you might see 
the total picture, these amounts have been included in the summary tables a 
throughout the detail on a total basis. Approximately thr hths of our total 





lirements ($14,133,782) is for dollars and five-eighths ($25,832,918) for local 
rrency. Included in this request is a one-time expenditure of $5,348,000 in local 
rrency for completion of the consular building program on a greatly reduced 
scale over earlier estimates. Our operating requirements are therefore $34,618,700, 


as compared with $46,511,831 in fiscal year 1953, to (1) s ipport an average staff 
1,003 American and 4,678 local employees, in Germany, (2) fund the publi 
rs program expenses, and (3) provide for the expenses of those activities in 











he United States which support our operations in Ger nany 

Che staff required to carry out the.e acti ities has been continuously rec 

er the last 2 \ears, from 2,000 Americans in 1952 to nearly 1,000 as of July 1 
We have carried out a substantial reduction in recent months of about 20 percent 
of our personnel. We will cut further, particularly when out occupation respon 
ibilities cease and we are able to drop, among others, such functions as militar 
security, civil aviation controls, and the United States court This cann 
occur, however, until we are able to enter the new phase of our relations wit! 


Germany under the terms of the contractual agreements As I have sai 





ements would be in effect bv fall of 


our budget assumptions were that the agré 

this ear It will cost us more to continue the occupation bevond that period 
that is provided for in the budget. I am, franklv, concerned that this ma‘ 

us budgetary problems in the dollar portion of our budget in the latter part of the 
vear. 


Fortunately, from the standpoint of an appropriations committee, the extra 


fi idgetary 


currence,’ expenses resulting from delay in ratif 





cation are not a 





problem representing a charge against the United States taxpa’ e1 hese e 
pense will be bo ne by the occupath n costs budget provided I the German 
Government for ourselves, the British, and the French through the traditional 
nachinery of the occupation, in accordance with the Geneva Convention Fror 
the standpoint of United States policv in Germany, we hope for an early end to 
occupation costs. However, the budget which we are discussing today will no 
require United States-owned deutschemarks to support the extra expenses caused 
by a delav in ratification 

Our. local currency budget represents an authorization of $25,832,918. This is 


derived from following sources: 





tevenues _ - $1, 022, 000 
Occupation cost (paid by Germans 2 2, 000 
Surplus property credits 22, , 918 

Total 25, 832, 918 


An additional $1,000,000 of surplus property drawdowns is authorized without 
dollar appropriation for the Fullbright exchange of persons program. If oecupa- 
tion status is delayed beyond October 1, the amount paid directly by the Federa 
Republie from occupation costs will increase and the need to use United States 
assets will correspondingly decrease 

I wish to make it clear to the committee that there are other additional occupa- 
tion expenses not included in this budget. These added requirements paid fron 
by the Germans result on the one hand from the delay in ratification of the 
contractual agreements, and on the other hand represent the support in the forn 
of goods and services provided through the Army’s occupation cost in FPerlin. 

\nother item not included in this budget covers for the direction of the program 
financed by the Germans as mandatory expenses. These are expenses of the 
West German Government and the city of Berlin imposed on them under the 
occupation. One type of expense are those which result from the capitulation 
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such as reparations and restitutions; the other are expenses for the benefit of 
the Germans but carried out under the direction of the! occupation authorities. 
The principal item of mandatory expense in 1954 will be in this latter category for 
expenses for the maintenance of ci: il airfields particularly those serving Berlin. 
These have not been included in dollar appropriations because they are entirely 
financed from the budgets of the Federal Republic and the citv of Berlin and are 
for the benefit of the Germans rather than to support United States Government 
activities. 





Dr. Conant. I will make a general statement and hit some of 
the general points. 

Mr. Taser. That will be fine. 

Dr. Conant. [ am presenting this budget to cover the civilian 
activities of the United States Government which comes under the 
direction of the High Commissioner’s office in Germanv, including 
consular activities and includes also the backup here in Washington. 

In presenting this budget, I am glad to point out it is-a considerable 
reduction from last year’s budget, an 18 percent reduction in total, 
and if you leave out the proposed building program, it is a 25-percent 
reduction in operating expenses, and last year’s budget was half of 
the year before. 

I am frank to say that I wish, in presenting this budget, that I 
could present a smaller one. A year hence we can, because I am 
convinced that a year hence we will have the EDC treaties ratified 
and we will then be relieved of a number of responsibilities which we 
have as the occupation force. 

I say that I wish I could present a small budget, but I feel con- 
vineed that I cannot because after examining it, and the activities 
which it represents, I am convinced that any further reduction 
would not onlv impair the efficiency and effectiveness of our opera- 
tions but would have serious political repercussions in Germany today. 

I am sure that you know of the critical period we are in with regard 
to Germany, and the fact that there are forces in Germany who are 
always looking to see what is the intent of the United States. 

Germany is right up against the Iron Curtain. Therefore, every- 
thing we do there is watched with a very careful eye. 

The budget which I am presenting is in two parts, a dollar budget, 
and then another one, a deutschemark budget, which is given in 
dollar equivalent, and represents an authorization for the drawing 
down of the deutschemark assets in Germany, the so-called surplus- 
property credit. 

These two different parts of the budget I will point out from time 
to time. 

CONDITIONS IN GERMANY 


Now, in regard to the situation in Germany today, if I may speak 
to that, I am sure you are aware of the extent of the rebuilding of 
Germany in the period since the end of the war. There has been an 
extraordinary amount of rebuilding and rehabilitation of their indus- 
try. The industrial recovery in Western Germany has been striking, 
partly due to United States aid. As Chancellor Adenauer pointed out 
when he returned from the United States and spoke to his party con- 
ference, he said something to the effect that never before in history 
had a conquering nation turned around and treated the conquered so 
generously, particularly when the conquered had started the war. 
We did this, I am sure, in terms of our own enlightened self-interest, 
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but it has resulted in the fact that the German Republic today is a 
strong, going concern. Industrial revival has been striking indeed 


POLITICAL SITUATION 


On the political side, you have in Germany a Republie which 


covers the area that was formerly the American, the British, the 
French Zones. It has a strong parliamentary system, and all the 


parties are committed to that system with the exception of the 


Communist Pariy, which is very small. So, you have a good going 
concern in wi stern Germany. 


On the other hand, looking at the diffie wens we are up against, 
there is the frontier that separates all of Germ: n'y and divides 1t into 
two parts. In the last ‘veal the Russians have made it a real front 
so that no one can get across. In other words, you have the Lron 


Curtain running right through a country, and the consequence is we 
are richt up against the Russian propaganen all the time all along 
that line. We have the Russian propaganda there alwavs ready to 
pick up inside of Germany the currents which might flow against 
the tree world and the United Siates 

The second thing iS, of course, we have this pe iod when the EDC 
trea is still unratified by the six nations The German legislat 
process is complete, but you have the talk of what the Russians mig 
offer, in the possibility of a four-power conference. You have un 
certainties in the situation . Went rn Germany, wondering what the 
future has in store with rega ‘ed to this plan of defense of Europe through 
the EDC treaty. 

The German elections will be coming up in July. From then on 
until earl Sept mber there will be a vigorous campaign to elect. the 
members of the lower house of the German Republic. 


REFUGE PROBLEM 


Then you have the refugees. [| am sure vou are aware of the fact 
that Germany is 1n an extraordinary situation, that 20 percent of the 
people in the Western Republic of Germany today are displaced 


persons in the sense that they are living where they did not live a 
short time ago. They are refugees. That is en unsettling feetor in 
any situation, and these refugees still come Why they come [ will 
be glad to tell you, but I do not want to take up you ime now unless 
you are interested. 

What is going on in the East Zone is very interesting and disturbine 


Now, they pour through Berlin because all the other exits have been 


eut off by the Iron Curtain that goes through Germany The stream 
went as high as 3,000 a day. I[t went down to as little as 1,000, and 
it is back again. The Germans ere worried What will happen if 


that stream goes up to 1 million a year? They have to get them out 
Berlin and they have to distribute them among the various St tes 
of the German Republic. 


PROBLEM OF BERLIN 


That brings me to the last problem, which is Berlin. Berlin isa 
special problem in itself, | suppose a third of the time that | have 
spent, in the few months that I have been there, has been on Berlin 
problems. Berlin is a citv for which we are responsible, a long with 
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the English and the French and the German Republic itself. It is a 
ree city surrounded completely by the East Zone, which has been 
increasingly Sovietized by the Russians. 

The access to that, as you know, is through an arrangement with 

he Russians and by airplanes; so, the people in Berlin are always 
feeling the question of their isolation and looking back to the days of 
the blockade. They are brave and they are courageous. They 
want a vigorous industrial life, and we are spending a lot of effort, 
both in increasing their capacity to produce through increasing their 
industrial activities, methods of finding orders for Berlin, and in 
general trying all we can to support the life and the spirit of this 
important outpost of freedom. 

Of course, in Berlin we have a wonderful way of getting information 
through by radio, and to some extent other methods, into the East 
Zone, and the problem of keeping up the courage and the adherence 
of the inhabitants of the East Zone to our way of life is of the greatest 
importance. , ; 

Those are the general outlines of the German situation, as I see it, 
and the problem that the High Commissioner faces in the budget that 
we present to you. 

CATEGORIES OF ACTIVITIES 


We have broken it down into four major categories. One is the 
conduct of relations with Germany, which includes political, economic, 
and legal activities, those which would be normal diplomatic relations, 
but I want to emphasize it is far from being a normal diplomatic 
relation. 

Then there is the special and the unusual responsibility which will 
stem from the provisions of the contractual agreements, and the 
things we continue as long as we are in occupation, and above all, our 
Berlin responsipilities which will be there after the EDC treaties are 
ratified. That is one group. 

The second is the statutory and technical consular activities which 
would be incident to any embassy and consulate you have in any big 
industrial country. 

The third is the administrative activities which support all this. 

And then, fourth, is the public-affairs program. I would like to 
speak at some length about the public-affairs program, but before I 
do, Mr. Chairman, if I may, since Dr. Johnson is the head of the 
agency that is to take over the public-affairs program, I wonder if I 
might ask if he could say a word at this time about this program from 
the point of view of his office 

Mr. Taner. You may proceed as you please. 


Pupuic-AFFAIRS PROGRAM 


Dr. Conant. Thank you. Perhaps Dr. Johnson will say a word to 
illustrate the way in which this public-affairs program will fit into the 
new agency 

Dr. Jonnson. The public affairs program in Germany has been a 
direct responsibility of the High Commissioner. Its budget has, 
therefore, been prepared by Dr. Conant and his staff. 

Under the President’s recently announced reorganization plan for 
the Information Service, this activity will within the next 60 days be 
consolidated with the work of the proposed new United States Infor- 
mation Agency. However, as and when the reorganization becomes 
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effective, I plan, under arrangements already made with Dr. Conant, 
to leave these operations in Germany under his direction as x ‘retofore. 
In our mutual judgment this is essential for the proper discharge of his 
duties as High Commissioner during the critical months ahead in 
Germany. It vill continue to make the Information Service there an 
effective arm of the High Commissioner. 

If, as is expected, the so-called contractual agreements with Ger- 
many are ratified during the coming fiscal year, resulting in Dr. Conant 
becoming Ambassador instead of High Commissioner, he and I, never- 
theless, plan to continue the same arrangement 

Dr. Conant’s budget now to be presented to you represents a 25 per- 
cent reduction from the budget for the present year. It constitutes a 
cut of approximately two-thirds from the budget of last year. Yet 
Dr. Conant believes that it is suffice lent to conduct an effective program. 
By arrangement with Dr. Conant, I sent a group of consultants to 
Germany last month. Their principal purpose was to study the most 
effective organizational setup for the new Information Agency should 
tt President decide to separate it from the State Department, as he 
has since done in the filing of his Reorganization Plan No. 8 dated 
June 1. These consultants included Mr. en C. Streibert—a 
radio executive with broad business experience; Mr. James Thomason, 
business manager of Time, Inc.; Mr. William ¢ ‘ark, a newspaper- 
man and public relations consultant; and, Mr. Tracy S. Voorhees. 
I have arranged to have Mr. Voorhees come here today. He has been 
very helpful and is willing to cooperate. I hope a little later the com- 
mittee, and you, Mr. Chairman, will permit him to give you his views 
and what he saw and what he thinks can be done over there. In 
their work in Germany they familiarized themselves generally with the 
public affairs program the ‘re. Except for Mr. Thomason, who is away 
this week following the sudden death of his father, the other members 
of this group are available, should the committee wish information 
from them, 

Germany is, we expect, about to become a free nation. Its vigorous 
postwar recovery, built on its great industrial potential, makes it a 
focal point in the great struggle in which we are engaged in the world 
today. The United States has won great respect in Germany by the 
humanity and constructive nature of the conduct of the occupation. 
This respect is an important factor leading to the firm policy of the 
present German Government against communism, its support of a 
closer integration of Europe and of a joint defense. 

The United States leadership in Germany in the postwar years has 
been distinguished. Our country has been and is represented there 
by citizens of great stature—a fact well understood by the Germans 
General Clay, Mr. MeClov, and now Dr. Conant stand, not only in 
this country but also in the eves of the Germans, for the best in 
(merica, 

Dr. Conant undertook this difficult task last winter at the call of 
the President. As a university president myself, I can i that in 
doing so Dr. Conant left a secure and established position as the pre- 
eminent leader of education in America. It is, I urge, of the greatest 
importance that all of us, both in the administration and in the 
Congress, give him the firm backing which is necessary for success in 
this most difficult task to which he has brought to the service of his 

ountry such unique qualifications and prestige. 
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Dr. Conant. Mr. Johnson has pointed out the budget for public 
affairs represents a considerable decrease from last year’s budget, and 
a great decrease from 2 vears ago. 

| would like to point out that of the essentially $21 million, $7 
million of that represents the amount on the United States dollar 
budget and the balance, roughly $14 million represents the deutsche 
mark drawdown of which | spok e earlier; $13,800,000, to be accurats 

Now, this whole public affairs program in this reduced form in which 





we now have it seems to me is aimed at essentis ally three basic | rob 
lems 

In the first place, this wee public affairs program which we starte: 
some time ago, is best described by saying, I think, that when th: 
was over the Germans were people who had lived with their doo: 
closed d to the Hitler movement. Their doors were closed for 
period of twelve or thirteen veers, and this attempt to have a publi 
iffairs program on our part, ¢ d the French, was to 
Oop ] doors to them of the That has been me 
ann believe effectively im all have to continue t 
keep th se doors to freedom op n. 

Arothe Va) of statine it 1s to sav we must keep these doors of 

eedom open, pot only to have a free and developing healthy politi 
li m CGermeny after this long period of Hitlerism and war, | 

e we are faced with an alternative right across this long line of 


border, and that is, the Communist propaganda, the Communist rule 
of Fastern Germany the Communists who control the people left 


| was talking LO the I ad r of all the German labor unions and a 
said, speaking in generel, ‘We are fighting the Communist propagand: 
all the time You go over into the East Zone and there may not bhi 


enough to eat; the people are having a bard time, the living condition 
are low, but you can always count on the Communists having enough 
mcney for propaganda in their own zone, and you can count on the 
fact that tl ey can get some of it into the Bundes Republic as well.” 

Our first job, therefore, is to continue to be ready to meet this Com 


munist eee in the various ways that it may develop. 

I spoke earlier of the fact this is a particularly uncertain year in 
Germany. We do not know how things are going to deve lop. The 
ELC treaties have not been ratified d An election is coming on 


t 


There is talk of a 4 power conference. This is the time we have to 
kecp our story before the German people to keep these doors of freedom 
open, if | may continue to use that phrase. 

Then, of course, we have the problem of cementing the friendship 
wl! ich has developed to a remarka!le degree between the United States 
and the people of Germany, a problem which was certainly difficult 
A conqu¢ red per ple have to be made to torget the sufferings of the 
wer. The bombed cities remaind us every day of what we did to them, 
we and the Allies. and furthermore our troops, originally occupation 
troops, but now they think of them not as occupation troops, but as 
defending troops. Anywhere you have troops you have problems. 
Therefore, one important part of our public affairs program is to assist 
ina better understanding between the German people and the military 
who are there. 

I think that I could give vou illustrations, many of them, of the 
effectiveness of the HICOG program in that regard. 
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Finally. there is Berlin. I will keep coming back to Berlin. If vou 
ake our total budget, about 20 percent of all our operations—and 
publie affairs would be higher Is concerned \ ith Berlin They are a 
special problem because thev are trving to keep the morale of the 


e0 le up and doing it successfully They nre wi nderful peo} le 
| | 


I irthermore, this Is 2 place through w! ich we can get at the eopl 
n the East Zone and try to hold them on our side in spite of all that 


heine done by the Russians and the Communists there be hight 
: : 

rainst the church and the collectivism of the farms 

You ean sav that we are fortunat n havine a fo: ird =p 
| ‘ ‘| n | do not know what { would take to vet s ich i post Krom 

pomt of vie re must make thy ost of it Those are our ol 
Cs i Ul DUO ti hniormati yO"] 
RADIO LS VY 8 ) 

What are the details? Let me sum up i heratl | ! Ol mat oO 
Nn ruments il iol in ¢ ihe vidye eS nh tte pil 

rs pl ram ' St ol rs Ss the on oO stat nn Ri as 

Perlin under my jurisdictio lich Commission station tha 
provides an outlet, not only to keep up the spirits of the people 
Western Perlin who are on our sid the do need to hear from 
Vel aiii'y | it tlie p op! n the ¢ =f n ete of f lit and { 

oie astern Aon 

Here is a chance and a eood chan The peor have ey ne 
to it and are convinced it Is Vel elect e propagand nst ment 
If you are interest d, lates I can show vou the best ey aden and that 
is What the do In the East Zon to ti tod SC YG | t RI ‘ and ti to 
discredit. the people who listen to it Thei attempts to disered 
RiaS is evidence of how effective we are 

PRESS AND PUBLICATIONS SERVIC 

The second is a press and publications service. This is for Wester 
German,—-the Bundes republic. Here we provide a service to the 
German newspapers, many in small towns. We provide them witl 
news and information It is called Amerika Dienst 


Now, if we were to give that up, what is likely to happen is what 
occurred in Germany during the thirties. Some group might well 
come in and establish their own service and feed into these papers a 
point of view which would not be the point of view that we want 
developed in Germany. We want to keep Germany not only on ou: 
side, the United States side, but even more on the side of freedom 
That is one thing we do 

We run a newspaper, Die Neue Zeitung. It is an official newspape: 
that has been published since the beginning of the occupation. You 
will see in the budget that we had plans to convert it to a weekly | 
have looked into it, and with the aid of the group that Dr. Johnson 
has spoken about that came over and took a look at our public affairs 
program, I have decided, if this committee agrees, that we shoul< 
continue Die Neue Zeitung as a daily for the time being. I think 
it is of great importance. I cannot tell you how many Germans have 
talked to me about this paper. It has a circulation of around 200,000 
with very little advertising. It is a subsidized paper, of course, but 
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it gives a full account of many matters that are not published any- 
where else. It gives an impartial account of the political situation. 
It is read by the leaders of all parties in Germany and for us to give it 
up at this time would be one of the things that I spoke of earlier, which 
would, to my mind, have serious political repercussions. 


AMERIKA HAUS PROGRAM 


Then the third instrument is the Amerika Haus program. We have 
36 America houses. They have been cut down in number. Their 
libraries are tremendously used. The figures are surprising, the people 
who use the books. Also they are centers where lectures, pictures and 
exhibits are shown. The America house is a place at which our 
public affairs officers have been useful in furthering the good relations 
between the occupation troops and the German population. 


EXCHANGE PROGRAM 


The fourth program is the exchange program. The exchange of 


persons is essentially sending various groups of Germans to the 
United States for diferent periods of time. Again, I have sampled 
that, and that is all you can do, sample it. People have talked to me 
about the people who have come here and gone back. |] am convinced 
that that has been a most effective medium for opening these doors to 
the Germans to show them what a free country and our way of life 
really are like 

Well, those are the essentials, from my point of view, the four 
main breakdowns of our public aifairs program. 

[ think that that sums up essentially what is here in the formal 
statement that I have put in the record. 


BUILDINGS IN BONN AND PLITTERSDORF AREAS 


Mr. Taser. What buildings do we have in Bonn? 

Dr. Conant. Essentially in the Bonn area we have this office 
building and we have at a place called Plittersdorf a series of apart- 
ments and a few houses for the staff 

If it should happen tomorrow by a miracle that Germany would 
reunify or unify and the capital moved fe Berlin, Frankfurt, or some 
other place, there would not be the slightest diffic ‘ulty in oe 
| think on favorable terms—of all of that housing and those buildings 
hecause you must reme ‘mber that the desivur tion in Germ any by the 
allied bombing was such that housing, office space, are at a premium 
that could not be binant over here. Even now we have plans, as 

this reduction is taking place, ta release some of our space in our 
offices to the German Government who would be glad to have it, or 
to one of the other embassies there. So I would Say that this building 
program represents an asset, a good asset to the American taxpayer. 

Mr. Wore. The Bonn-Bad Godesbe TE is in a triangle with the 
Ruhr area, and we have already actually been approached to dispose 
of all of the Plittersdorf area, our housing area, in the event the 
caplte al is moved to Berlin 

Mr. Taser. From a commercial standpoint what sort of place is 
sonn? 
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Dr. Conant. Well, as Mr. Wolfe has said, it is at the edge of the 
big industrial area. It lies between that and another industrial area 
down at Frankfurt. 

Mr. Taser. It is up the river from Essen. It is above Cologne” 

Dr. Conant. It is up river from Cologne. It is practically a suburb 
of Cologne. Cologne is developing into quite an imdustrial area, and 
there is no reason why Bonn will not develop even more. Of course, 
you can go further up the river for a couple of hours and you are in 
the Frankfurt area. Bonn is well located from the point of view of 
people who want industrial offices. 

Mr. Taper. There is not any substantial industry there now, is 
here? 

Dr. Conant. There are some industries actually in Bonn, but I do 
not think the total industrial activity of Bonn could be rated high. 
Cologne is industrial. 

Mr. Taser. But Bonn is not industrialized like Cologne or Essen? 

Dr. Conant. No, but Bonn is practically a suburb of Cologne. 
From my house you can drive to Cologne in 25 minutes or so. In 
American terms you can almost say Bonn is an outpost of Cologne. 

Mr. Taper. Ten miles, perhaps? 

Dr. Conant. A little more than that; sixteen, to be exact. 

Mr. ‘Taser. How much building in dollars is involved in our opera- 
tions there, and what does it consist of? 

Dr. Conant. Do you mean the dollars that have been spent? 

Mr. Taser. Yes. 

Dr. Conant. Iam afraid that I will have to ask Mr. Wolfe to give 
you the answer. That took place before I went over there. 

Mr. Wotre. The American housing project consists of 458 apart- 
ments and 6 houses and the office building, which is a joint undertak- 
ing by the Germans and the Americans. 

Mr. Taser. Do you mean that it is occupied partly by the German 
Government and partly by your organization? 

Mr. Wotrer. No, sir. The German Government owns the office 
building land and we have free use of that land until 90 days after 
we construct the new embassy in Germany. 

The land value of that area is about the equivalent of $750,000. 
We constructed the buildings. Most of it is of the semipermanent 
type, prefabricated wood and pls asterboard. 

As Dr. Conant just mentioned, we have 20,000 square feet right 
now that is vacant because of the reduced program we have gone 
through during the past year, and we are working on an arrangement 
whether either an office of the German Government occupies it, or 
that the German Government places a priority if they want embassies 
to use it. On that basis it would be on a strai; “ht rental basis. If the 
German Government uses, it it would be on a pro rata cost of operating 
the building. 

The housing project in Plittersdorf is owned completely by the 
American Government. The value of that is about 60 million 
deutschemarks, or about $15 million. The value of the office build- 
ing is about 12 million deutschemarks or around 2.8 million. In other 
words, between the 2 projects we have approximately $17 million to 
$18 million in counterpart, that is, deutschemark expenditures from 
the counterpart funds. They have a dollar equivalent of about $17 
million to $18 million. 
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In addition to that construction, we have built two apartment areas 
for our German employees. That again was a joint undertaking be- 
tween the German and American Governments. 

Mr. Taser. That is in addition to the $17 million project you just 
told us about? 

Mr. Wourr. That is correct, sir. 

Mr. Taser. How much is the German project running? 

Mr. Woure. The German project? 

Mr. Taspr. That is, the one for the German employees. 

Mr. Woure. About 15 million deutschemarks, or around $3,500,000 
At the present time, as an example, we are expecting an income to 


the United States Government from the American apartments. As 
we reduce we expect, of course, to have vacant apartments. Already 
we have been approached by practically all the embassies in Bonn to 
rent the apartments. We will have no difficulty in having an income 


to the United States Government on that area, even on a rental basis 

Mir. Taser. How many American employees are there in the 
Bonn area? 

Mr. Wore. In the Bonn area there are about 490 at the preseut 
time, SIr. 

Mr. Taser. And how many Germans? 

Mr. Woure. The present number of Germans in the Bonn area is 


about 900 or 1.000. su 













BUILDINGS OCCUPIED 





IN BERLIN 














Mir. Taser. We have a setup in Berlin. Have we embarked upon 
any building program there? 

Dr. Conant. No, we have not. We have an office building which 
is shared by the military 


Mr. Taner. Is that the same one that has been occupied right 
along? 

Dr. Conanar. Yes, we have that. We have done no building in 
Berlin. 

Mr. Taser. You simply took what was there? 

Dr. Conant. We took what was there and requisitioned some 
houses 


BUILDINGS 





IN FRANKFURT 





Mr. Taser. What about Frankfurt? 
Dr. Conant. We are presently well out of Frankfurt. A while ago 
we centered at Frankfurt. The Government moved to Bonn and that 
is why this whole development took place. 

My predecessor, Mr. McCloy, lived in Bad Homburg right out of 
Frankfurt and operated everything out of there. 

Mr. Wor. If I may interrupt, the Congressman is speaking of the 
construction that we have done at Frankfurt. We did build, again 
s, 420 units of apartments. At the present 
time those are being occupied by our consulate for about one-third, 
and the rest of it is being occupied by the military. 

Mr. Taser. How much did you say? 

Mr. Worr. One-third by the consulate and other High Commis- 
sioner’s operations, such as the court system and things like that in 
Frankfurt 


) 
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Mr. Taper. Two-thirds by the military? 
Mr. Wo tr. Yes. 


REFUGEES FROM RUSSIAN ZONE 


Mr. Taser. Where do most of the people who come from the 
Russian Zone enter the western area? 

Dr. Conant. They come through Berlin. It is practically impos- 
sible to get across the border anywhere else. This last year they have 
sealed it off in a spectacular manner. Until I had a chance to visit 
the border I had no idea of what a sealed border really looked like. 

The refugees have to come through the one route left to get them 
nto the east part of Berlin, which is part of the East Zone, and 
therefore they can get there. That has not been sealed off. Once 
they are in the east sector, they can take the subway and come out 
on the west sector, and there they are. They run the hazard of 
being stopped on the way to Berlin, or in the east sector, and having 
their papers examined. Most of them do not dare bring anything 
because anyone seen moving to the East Zone with a large amount 
f goods would be stopped right away 


NUMBER OF CONSULATES 


Mr. Taser. Do vou have any substantial activities in any other 
place in Germany than Berlin, Bonn, and Frankfurt? 

Dr. Conant. We have these consulates and Amerika Haus. We 
have consulates in the cities of Hamburg, Munich, and Dusseldorf. 
We have spoken of Frankfurt. We also have one in Bremen and 
Stuttgart. I have been requested by the Minister President—they 
are the equivalent of our governors here—-can we not have a con- 
sulate? Can we not have a consulate in lower Saxony? We actually 
have six consulates. 

Mr. Woutrr. Plus a small one in Berlin. 


SCREENING OF REFUGEES 


Mr. Taser. Is there anything being done to screen the refugees 
who come in? 

Dr. Conant. Oh, a great deal, and that has been one of the prob- 
lems—to get them screened and out. 

Mr. Taner. If they can get in through the subway it must be a 
difficult thing to screen them. 

Dr. Conant. You cannot screen them within Berlin iiself. Of 
course, our whole policy is that Berlin is a whole unit. We would 
not agree with the Russians that they could seal off the east sector 
from the west sector, so we have to say that anyone that is in Berlin 
is in Berlin. The screening takes place before they move them from 
Berlin out into the German Republic. That is a very elaborate 
process in which a number of people take part. You cannot do any- 
thing about Berlin itself. There is the east sector full of Com- 
munists. It is a wonderful exhibit if anyone has any question about 
what communism is like. If anyone has any question about what 
communism is like, I recommend that they go and stay in Berlin 
for about a week. If they had any idea that communism was some- 
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thing different than has been portrayed to some of us, they would 
get over It. 

Mr. Taner. Is it as easy for others to drift into East Berlin as it 
is for the East Berliners to leave? 

Dr. Conant. We are not sure about that. You must remember: 
that vou have Berlin divided into an east sector under Soviet control 
and then our three sectors, West Berlin, and there is a pretty cood 
flow back and forth. I have been told that something like 40,00¢ 
workers live in the east sector and work in the west sector. Ow 
whole policy is to say there shall not be any line drawn against free 
circulation m Berlin. All around it vou have the East Zone, whic] 
is Russian. 

They will not let anything from that zone into West Berlin, o: 


out again, but they st il] Keep the openings to their own sector There 
is a lot of speculation how long they will and why they do. Of courss 
it is certainly open to their own kind. So there is the strange escape 
valve, so to speak, pro ided by the accidents of history. People ure 


alwavs saving that the Russians can seal it off, but to do that the 
would have to seal their own sector, or put in very rigid controls at 
the entrance of their own sector against the ir owh ,one 

Mir. Tanger. Now, with reference to the details of these estimates 
and the questions relating to this broadcasting business and that sort 
of thing, do you want Dr. Johnson to discuss that or would you like 
to do the testifving? 

Dr. CONAN [ would like to have a chanee to defend them, if 
1 may here, because, with all due respect to Dr. Johnson, I think 
we have had mort experrence Any statement he suggests I am 
prepared to defend—the public affairs programs—insofar as they 
affect Germany 

| want to repeat how helpful his team has been. They could tell 
vou some things that would represent an outside look at it, thing 
which | think you might find interesting. Obviously, we in the midst 
of it, are going to have a point of view of our faith in the program 
They eame in and had a look at it and made some suggestions and had 
some things to say 

Mr. Taser. I want to get into that matter in some detail. Will 
you be available today t 

Dr. Conant. Oh, yes, today and tomorrow 

Mer. Taner. I think we will be able to cover it in that time. 


SCOPE OF PUBLIC AFFAIRS PROGRAM 


Mr. Taser. The big item involved, according to this lar 
in the justifications, is personnel which appears in the last four 
items, which relate to public affairs. What does that consist of? 
Dr. Conant. The public affairs program? 
Mr. Taner. Yes. What does the public affairs program consist 


> 


‘ve table 


of? 

Dr. Conant. That covers these activities that I summed up in 
general terms. There is a whole breakdown, of course, in another 
backup book. Among other things it contains estimates for the 
RIAS radio station in Berlin. 

Mr. Taser. That covers the items Dr. Johnson is supposed to 
take over? 
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Dr. Conant. Except for the exchange program, as I understand it, 
which is also in our public-affairs budget. My understanding is that 
that will not be transferred to Dr. Johnson’s ageney, so the thing 
is a little split 

RIAS RADIO STATION 


Mr. Taser. What is the split between the item for broadeast and 
the item for exchange? 

Dr. Conant. We can give you those exact figures. The broad 
casting 1s the RLAS station in Berlin 

\ir. Taper. Do you have a broadcasting setup in Frankfurt also? 

Dr. Conant. No. Broadcasting is essentially RIAS. We provide 
a little information to some other stations. We have no other station 
RLAS station in Berlin is the oaly one 

\ir. Borrner. The only broadcasting we originate is through RIAS 
We do carry the Voice of America in a German-language program 
We carry a complete hour over RIAS \ half hour of it is directed ¢ 
the Soviet Zone and a half hour is for Western Berlin and Westera 
Germany, and is the same program .which is carried by the German 

ations over which we have no control. We carry 1 full hour a day on 
RLAS, originated in New York. 

Mr. Taper. It originates in New York? 

Mr. Borrner. Yes. We carry | hour on RIAS, but that is not 
a charee 

Mr. Taner. Do you mean that it is broadeast from New York? 

Mr. Boerner. Yes. We pick it up. It is a relay station for the 
Voice of America It Is piped Into RI AS and we carry it The rest 
of the program, the other 23 hours, we originate ourselves in Germany 

Dr. Conant. Our only outlet is the RLAS station 

Mr. Taser. Do vou mean that vou operate 24 hours a day out 
of RIAS? 

Dr. Conant. Yes. 

Mr. Borrner. Yes. We do not operate each of the transmitters 
24 hours. There is a cooling-off period. There are 2 transmitters 
that cover the whole 24 hours. 

Dr. CoNANn1 You asked me the cost of that. 

Mr. Taner. Where would that be in the justifications? 

Dr. Conan. It would be under the tab “Public affairs” at page 33. 
lt is essentially $3,500,000 

Mr. Taser. And that is the broadcasting job and the composition 
job also? 

Dr. Conant. Yes. It is the program and the actual putting on 
the air. 


) 


PERSONNEL AT RIAS RADIO STATION 


Mr. Taner. For that item you have a setup of 12 Americans and 
623 Germans? 

Mr. Borrner. The radio operation consists of about 97 percent 
RIAS. That is 8 United States people and 614 locals. 

Now, in addition to RIAS, which is located at Berlin, we have a 
radio headquarters outfit of 4 people, Americans, and 9 locals. They 
have two jobs—one is to direct RIAS from the headquarters point of 
view, that is, pass on the guidance to them as to what the policies are 
we want to broadcast, but also to negotiate with the Federal Govern- 
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ment on two things: one, such agreements as affect American radio 
operations in Germany, that is, the Voice of America, or whatever it 
is, and also to negotiate on radio frequencies. One of those four 
people, for example, is an engineer. The RIAS frequency situation is 
very tight in Germany. I am not expert, but the experts tell me that 
the band is so crowded that we are constantly having trouble. We 
have had to shift the frequency of RIAS several times in the last 
several vears. So they perform those two jobs, liaison with the 
Federal Government on American radio operations in Germany, and 
they are also liaison on the technical questions of frequency, and so 
forth. So the total for the entire radio operation is 12 people. 

Dr. Conant. Twelve Americans and 623 locals 

Mr. Taner. What do the Germans do? Do they get up broad- 

asts, or do they simply perform mechanical and engmeering fune- 
Mr. Borrner. Are you speaking of the Germans on the RIAS staff? 
Mir TABER. Yes 

Mr. Boerner. Well, RLAS does three things. It broadcasts. It 
does all the broadeasting that a bie American station would do 
There is the technical side, the arrangement of the studios and so 
forth, but since there is no radio advertising, or very little, par- 
ticularly in Germany, thev have to do everything the sponsors in 
America would do. They have to arrange for the shows and for the 
hiring of the actors for exemple if vou are putting on a drama. 

Mr. Taser. Are you still putting on dramas? 

Mr. Boerner. We are putting on political drama. We put on 
“1984,” which had tremendous propaganda effect. The kind of thing 
| am talking about, political, was the political drama. ‘1984’ was a 
very strong radio show. RIAS has to do everything that is done by 
a network and sponsors here in the United States on radio programs. 

Mr. Taser. Can you keep something of that kind going over the 
whole 24 hours? 

Mr. Borrner. Yes; during the 24 hours there is a repetition of the 
earlier programs. <A lot of it is news broadcasts, about 40 percent is 
devoted to news broadcasts, political comments on general political 
subjects. The rest is what you find in the ordinary regular radio 
station to create an audience. 

Mr. Taser. Do you get enough listeners over the whole 24 hours to 
justify that arrangement? 

Mr. Boerner. Yes; we think we do. We have, in the 24 hours 
that I mentioned before, overlaps, but we run through the whole, on 
a reduced scale, on one of the transmitters, because among other 
things listening to an eastern station could be a dangerous thing on 
the Soviet side, so we repeat some of the portions which have been run. 

Dr. Conant. | wonder if I might take just a moment to show one of 
the exhibits shown to people in the East Zone; people who listen to 
the programs, indicating what the Communists are doing to counter- 
act listening to RIAS. This is one of the prize exhibits [indicating]. 

Mr. Boerner. They put on a campaign against RLAS in the Soviet 
Zone. The first one illustrates a boy who has listened to RLAS, went 
underground, and attempted to blow up a bridge. 

The second is a refugee, who had listened to RIAS about conditions 
in the Soviet Zone, and had come over into Western Germany. 
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This is all a part of the campaign—slogans really— to keep people 
from listening. We have conservatively estimated that it costs some- 
thing like a million dollars just to put on this campaign against RIAS 
| have a whole stack of illustrations of the campaign 


RUSSIAN RADIO STATIONS 


Mr. Tarner. Do the Russians have a radio station in Berlin? 

Mr. Boerner. Yes; they have a radio station. There was a radio 
station of 100,000 watts that was taken over by the Soviets while they 
were occupy ing’ Berlin ay iore the West rm Powe rs came in, which the \ 


refused to move from, although the radio station was in the Britis! 


sector. They are still there. An effort was made to get partial con 
trol over the station back in 1946 without success, and General Clay 
decided to go ahead and build up a station of our own. RLAS has 


now been built up to 300,000 watts 

Dr. Conant. The Russians also have an effective station at Leipzig 

Mr. Boerner. They have stations throughout the Soviet German 
Zone. 

Dr. Conant. They have stations over which they can broadeast 
programs, Soviet programs, anywhere in West Germany, can the’ 
not? 

Mr. Boerner. Yes. The Soviets have something like 5 to 10 
times the potential power that we have in RIAS. 

Mr. Taper. Is RIAS the only station that we have in Germany? 

Dr. Conant. The only one under the jurisdiction of the High 
Commissioner. 

OTHER RADIO STATIONS IN GERMANY 


Mr. Taser. There are others under the German Government? 

Dr. Conant. Yes; there are other programs; the Voice of America, 
with which we have no connection, has its station. But they have no 
relationship to this. I might say that it is a complicated situation, 
and I was talking about the field in which I had responsibility. We 
do examine the RIAS program. I could tell you something about 
it, but Mr. Streibert is our radio expert in this field, and he can tell 
you what is being done by the Russians in the way of jamming and 
what we may have to do to overcome this jamming 

Mr. Boerner. | might clarify one point, Mr. Chairman; vou ask 
if we had any other radio stations: We have two transmitters, one of 
them in Western Germany, but it is really a part of the RIAS trans- 
mission system. It is located on the edge of the Soviet border, in 
Western Germany. Then we have this transmitter located up in the 
area of the Soviet Zone, which can cover the southwest, so there are 
really two radio transmitters, one in Berlin and the other in this area, 
but it is really a part of the same transmission system, a part of the 
same radio station. 

Mr. Taser. What about the British and the French; do they have 
anthing there? 

Dr. Conant. The British, so far as I] am aware, leave the propa- 
ganda up to us. 

Mr. Boerner. The British, being located pretty close to the conti- 
nent, use the BBC, but their range, of course, does not extend quite as 
far as we do. 
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Mr. Taser. Is RIAS shortwave? 

Mr. Boerner. We have shortwave and we have medium wave in 
operation 

Mr. Taner. You do not try to get into any area except Kast 
Germany, Czechoslovakia, and perhaps Austria? 

Dr. Conant. It is entirely in the German language; we do not do 
anything except in German, and it is to appeal to the German-speaking 
people 

Mr. Boerner. It does reach a part of Poland and Czechoslovakia, 

Dr. Conan. It is maintained as a German program, in German, 
and it is addressed to the East Zone of Germany. 

Mr. Taser. And it is not broadcast in the Russian language 

Dr. Conant. Not by us; but there is another operation, the Voice 
of America, which is another story, but I am referring now to RIAS. 

Mr. Taser. The Voice of America has nothing to do with this 
item 

Dr. Conant. That is not my responsibility. 


JUSTIFICATION MATERIAL ON RADIO PROGRAM 
Mr. Taser. I think we might put pages 33, 34, and 35 in the record 


at this point. 
The statements referred to follow: ) 


Informatio vice 
Actual, 1952 | I } I te, 1954 | Inereas r 
ecrea 
> SS $224, 02 SISSY. 140 $34. X81 
) VI " s 249, 224 288 112 
), 353 $473, 24 3,477, 491 +4, 24¢ 
| j I ‘ I 1 { 
I Local | Qo" Local | Qty Lo 
State Sta S Sta 
Pe 
I j 7 2 2 4 ) l ; 
‘ A 
[A & % & ‘48 & 614 j 
i 812 13 HO 2 623 i 4 
The radio program consists of the operation of radio RIAS in Berlin; (6) 
liason with German radio and teley ision stations international negotiations on 
frequen assignment 1) support and promotion of the Voice of America; 
and monitoring east zone radio broadcasts. 
Radio RIAS (Radio in American Sector), the German-language racio in Berlin, 
is the only consistent and large-scale medium available to the Mission for reaching 


the 18 million Germans in the Soviet zone. Although the prime target of the 
station is the Soviet zone, it is also a strong factor in furthering the public-affairs 
program 1 Berlin 

RIAS is on the air 24 hours daily with German-language programing over 
medium wave, short wave, and FM. It has reached a high peak of development, 
both in programing and facilities, in competition with the firmly established and 
excellently equipped Soviet-controiled broadcasting networks in the Soviet zone. 
In order to counteract Soviet jamming of RIAS, a more powerful transmitter was 
installed in 1953 in Berlin and is now in operation Within 2 years after the 
founding of the station, February 7, 1946, RIAS became the most popular station 
in Berlin and increased its popularity steadily thereafter. Recent public opinion 
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onducted in West Berlin show that RIAS is the favorite ition of 98 
reent of the radio audience Studies on radio listening habit In the Soviet 
ne show that S81 percent of the radio audience tune into RIAS a heir favorite 
atior The station broadcasts from Berlin and from a relay base at Hof 
wrthern Bavaria 














Operating on an around-the-clock schedule with its two medium-wave t it 
| RIAS provides to its lron-Curtain audience 15 newsca a da & Ci | 
| lesigned schedule of political features, commentari and special program 
ith, women, farmer, labor, and religious groupings, all balanced with appropr 
ite entertainment Most dramatic of the political programs is the special sl} 

or he Soviet zone, Berlin Speaks to the Zone, present 1 i S1 different for 

lailv, in which RIAS informs its listeners about developments in the Soviet zone 
at otherwise are kept fro em because of the tight censorship and total 
rian controls 

s rt and promotion of Voice of Ame 1: Radio Branch also handle coordi 

ition for the German-language Voice of America program RILAS relay a& tot 

| hour of German-language VOA programs dail | e program lesi 

pecially for Berlin and the Sovie t zone of Germat are | led into two 

-minute programs and one half-hour show daily West German radio stati 

ra f gart, Munich, and Bremen relay the VOA quarter-hour pro 
’ (rer? nv over their respective medium-wave fre lence lail 
epting . gt Tas In addition, IBS (International Broadeasti 
Service regularl produce s and “nd recordin of American music lramat 
itures, and other recorded material for distribution to tf West German statior 
iaison with German radio and international agencies: Radio Branch repr 

ts the mission chief in international radio negotiations An important radio 

blem the protection of United States governmental! broadcasting operations 

Germany with respect to frequencies and facilities These oper: : elade 

ce of America and American Forces Network, serving United defense 

rees In Germany 


Radio Branch specialists also maintain close liaison with the managers of the 
West German stations to promote programs which are calculated to bring about 
1 better understanding of United States policies 

Headquarters activities: In addition to general direction of RIAS, the head 

iarters is responsible for the activities listed above 


SUMMARY OF PROsJECTS FOR 1954 


Mr. Taner. We will also put in page 2 of the summary sheets 
The statement referred to follows:) 





) y 
° By pr ( f fu r 
) M4 
relatio vith Germany $ 3 8 $5111. 99 9 42 
utor\ ech ] tlar ierm {® 49 1 61 ‘ 
Publie Affairs. Germany 28, 760, 993 2%), 974, 340 Rf, ¢ 
A tr ( ny 7,4 8] R02, OF 608 
isular buildings pr Ge y 2 207. OOK 18 000 , “" 
ict ¢ re 1 ns wl Lust i 4 4179. 039 . 
Statutory id technical consular, Austria 10) ¢ IRQ 
8. Put A fYair Au 0. 9 4. 150, 000 619.9 
A trat Austr 4, 27 i 2 218 ‘ 
requirements 4. 784. 182 15. 098. 000 ) B86. 182 
t esti te of appropriation, 1954 15. OUR. OOK 


Dr. Conant. You will recognize, of course, that I am only speaking 
to the first 5 items; the other item being the Austrian program, which 
is not my responsibility. 

Mr. Taser. Someone else will cover that? 

Dr. Conant. Yes 
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Conpuct or Revations Wirth GERMANY 


Mr. Taser. In these programs there is an item for conduct of 
relations with Germany; that is summarized on the large sheet, just 
preceding page 11. 

Dr. Conant. That sums up the whole conduct of relations with 
Germany and the subsequent pages define it and break it down. 

Mr. Taper. You have a proposal of $3,983,723 for salaries, and 
overseas expenses of $1,795,250, for a total budget of $5,778,973. 

Dr. Conant. About $6 million, 

Mr. Taper. And then you have an item for domestic conduct of 
relations with Germany, ; 

Dr. Conant. That is the backup here in Washington. 

Mr. Taser. That is the Washington setup. 

Dr. Conant. Yes; that part of it we consider particularly the State 
Department, which taken together makes a total budget of around 
$6 million—$6,170,000. 

Mr. Taser. The State Department, out of that, has about 
$1,058,916. 

Dr. Conant. Yes; that is right, but what I am defending now is 
the $6,170,000, and in that figure is a figure of approximately $4 mil- 
lion and $2 million in deutschemarks, in dollar equivalent. 

Mr. Taser. Where do you get the deutschemarks? 

Dr. Conant. By drawing down credit which the United States has 
in Germany, in deutschemarks, under the arrangement of surplus prop- 
erty that was taken over by the Bundes republic, and there was an 
arrangement under which the total assets on that could be drawn 
down at a certain rate, and it is an asset. 

Mr. Taser. We have to appropriate, under the law, whatever you 
use? 

Dr. Conant. Yes; you have to approve it. We are asking you to 
approve a drawdown; the effect is that we are asking the Congress to 
approve a drawdown in this asset to the extent of $2,012,078 for this 
item; each item which appears we are requesting the Congress to 
approve the drawdown, the total amount being no greater than the 
amount provided in the agreement with Germany as to the total 
during the coming vear. 

Mr. Taser. In this connection, you have a reduction on some of the 
items from the current fiscal year. 

lr. Wotre. That is right. 

lr. Conant. The total savings, as compared with a year ago, if | 
ren ember the figures correctly, are a little over $2 million, or deutsche- 
mark equivalent, which would run about a 30-percent reduction in this 
area, compared to a year ago. And you will see there is an enormous 
reduction —it is only a fraction of what it was in 1950 and 1952. It is 
about one-third of what it was 2 years ago, or one-fourth of what it 
was 4 years ago, which represents the change from the occupation 
status to the embassy relations. 

Mr. Taser. How near do we approach the embassy relationship? 

Dr. Conant. We try to eliminate everything we can, and still live 
within the agreement under the occupied status. The court system we 
cannot eliminate—I think there is a provision of some 300 days pro- 
vided for. We are trying to reduce every activity we can. We have 
an activity, for instance, concerning civil aviation. 
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Mr. Taner. Where does that come in the breakdown we have here? 

Mr. Wore. Under “Conduct of relations with Germany.” 

Dr. Conant. It is included in this budget; it comes under ‘Political 
iffairs.”” There is as small a group as we can possibly use to run it; 
there is a board that has responsibility for airfields in the American 
one. 

Mr. Wore. On page 12 you will see a breakdown of the various 
types of positions which are required in this conduct of relations, and 
that portion which might be called embassy, and that portion which 
might be ealled occupied type of functions 

Dr. Conant. That will show what we should be able to do, in this 
budget, which is drawn up on the assumption that the EDC treaties 

vill be ratified by October 31. 

Mr. Woure. That is right, 

Mr. Taner. What is this contractual agreements program? 

Dr. Conant. It is agreed when the treaties come into force and 
he civil German Government has been set up that there are certain 
eserve powers, certain problems that we still find exist between the 

‘upying powers and the German Republic that will have to be 
straightened out. There are a number of boards and commissions. 
he Arbitration Tribunal is one; the Arbitral Commission, another: 
and the Mixed Board, which will make recommendations for the ter- 
mination or reduction of sentences; the Board of Review, which will 
be responsible for settling disputes arising from Allied High Com- 
nission decartelization and deconcentration laws; and the Supreme 
Restitution Court and Berlin Restitution Court, which wiil con- 
tinue the restitution work already started in West Germany per- 
aining to restitution of property to persons unlawfully deprived of 
property 2s the result of Nazi crimes, 

Mr. Taner. To what page are you referring now 

Wore. That is page 14. 

Dr. Conant. There is listed a part of what will be done. This 
essentially is required by law, by treaty, and are the contractual 
arrangements which the occuvying powers made with the German 
Government which come into force as soon as the treaties are ratified. 

And we give the number of people involved, and then there is a 
description beginning at the ton of page 14. 

Mr. Taper. The conduct of relations setup seems to have been 
reduced from 40 to 45 percent, as compared with the current fiscal 
vear. The personnel as shown on page 11, aggregates 2,003 for 1953, 
and 1,139 for 1954 

Dr. Conant. That covers much more than the small item we 
were talking about here, and what we have to do with the contractual 
item. This covers the whole area, which is defined in the writeup, by 
normal embassy relations, occupation, and so on. 

We have cut that, I think, right down as far as we can. 

Mr. Taser. You have wiped out the so-called logistic-support 
positions. 

Mr. Woure. That is correct. That was support received from the 
Army that has been absorbed within the HICOG organization. 

Mr. Taner. What is involved in the occupation phase-out positions 
to be eliminated by midyear 1954, and the occupation phase-out 
activities to be eliminated later in fiscal year 1954? 
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Dr. Conant. Such overall things as the court and aviation control] 
the security-board tests, and things that belong to occupation projects 
Mr. Taner. The court business is all that is discontinued in this? 
Dr. Conant. It all goes, on the assumption that the treaties arc 
ratified by October, and the budget is made up on that assumption 


' 
Mr. WoLre. Yes. 
Dr. Conant. We have had to give a figure, and in my opinion it 
( to bea vel ood estimat ; 
Mr. Wouri TI ere Sh stacey rime time with reference to Verious 
a les Io: xample, if we have the ratified treatv on October 1 
hi ulitary security board would go out of business that da The 
court system would ro oul everal monihs lat rr. Of course, we woul 
like tl atification automaticall to fix thre ilme, and our budget is 
based on October | ratification 
\TTITUDK OF GERMANS TOWARD OCCUPYING POWERS 
Mr. Taner. Have the relationships between the occupying author 


ties and the Germans improved or deteriorated im the last veai 


Dr. Conant. From what I have heard, | would say that they have 


definitely improved, and I am frank to ss that as someone coming 
In new, that [ was amazed as to how good they were 
Mir. Taner. Is there any sentiment existing that the Germans 
would stand with the Western Powers as against the Communists? 
Dr. CONAN’ I think there is all the evidence, with thi exception 


of a very small Communist group; there is a very small group of 
organized Communists, but there is only a small number in Western 


Crermanyv: and thereis almosta necligible re utralist fToup that would 


like to find some way to get Germany reunited without having Ge 
meat \ rearmea 
CONDITIONS IN EAST ZONI 
Mir. Tari What do vou find with reference to the Germans who 


come into the Western Zone: do they give you reports as to what 
conditions are in the East? 
Dr. Conant. Yes i | 


of German. life who go back and forth into the East Zone, and their 


story is quite clear that in the last vear the process ot the Soviets in 


vave talked with leaders mu. different area 


the icast (rerman area has Lone right ahead For ‘xample, the 
Germans are being collectivized. What they do, apparentiy, Isto 


put a quota up to a farmer, on a farm, and tell him to meet that or 


Knowing that he cannot meet it, he leaves: they take the farm over, 
and it becomes the state’s property, and it is rup that way. 


was on the rder, neal the British Zone where | could look across 


and see a fellow plowing a strip of ground. There were | or 2 peoples 
police who were armed, but this fellow plowing was close enough to 
the border that he « rule eet across ] pol ited that out, but the 


said that the farmer has been collectivize ia long time and there wert 


ho iarmers hear th border beme run hy people thes are not sure oj 


That is one of the things that is going on all the time. 
Another thing that is: omg on is this tremendous harassment neulnsil 


the churches and persecution that no doubt vou have read about in the 
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\nother thing is the universities; there is practically no one living 
: re now studying science or chemistry. They have practically all 
LIL of the curricula of the ubiversities a hi ( ito the patter 
) Soviet pol oO! 1 \ I en the Univers ( Berl is now bein 
ar i Ul h) WnNoOuUn UNIVErsity lt noth iw | ( ay | Vel V of 
lin that e ted befo hye sO iets took over Yow vit 
j i you are vo { 1 ly medt ( Vou | ) { stl \ \l ry 
I} hol \ \ it iwit! \ ol (ue \ I ve | 
Mir. Tay } ) refugees repre ( 
popul On 








Dr. Conant. Thev are operated by Germans and while it is hard 
stimate, LT asked this question of several observers of people why 
re actually running establishments in Eastern Germany, and they 
told me that they are Germans, some of them are confirmed Comn 
nists, some of them are only partially Commi ists, and a FOOd may! 
them are doing it under duress lt is not eas for folks to leave 
Ul place where they have their property and their famili t¢ 
nake up their mind and to leave with nothing but a suitcase 
Of course, we do not want evervbodv to leave, particularly tho 
are courageous cnouch to Sin id up agal t th SOVIetS The 
ould tke to have some of then i in Kast G ry d ther ( 
YCOOd NT IV peop Staying who al ry mUurageous 
\ BEI O} LE RSONN D THEI SAI RIES 
Mir. TABE I notice on this bie sheet, table I] of the justifications 


that there is a drop i: the total number of p ople for this activity 


irom 2,008 to 1,159, approximat lv a 40-perecent lrop However, 
the total cash required for those positions Ol ly drops from $5,741,62! 
dowa to $4,135,897, and thenet salary figure oalv drops from $5,522,993 
to $3,983,723, which is a drop of about 28 percent l am wondering 
\ hy it is that the pavroll cost is not reduced as much as the number of 


personnel, 

Dr. CoNAN’ 
that the number of people who are employed under the 2-curreney 
system, one, the dollar and the other the deutsechemark, which means 
that essentially the difference between the 2 is represented in the 


difference in the unit svstem used 
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The big drop in personnel which we made came about largely in 
dropping people who are paid out of deutschemarks; those are the 
German personnel. And, of course, quite frankly, the German 
personnel does not get the average salary that the United States 
personnel draws. 

Mr. Taser. The 1953 figures show 508 Americans. 

Dr. Conant. The Americans dropped down to 440. 

Mr. Taner. It dropped to an average of 482, and then vou start 
off with 440 for 1954. 

Dr. Conant. Yes 

Mr. Taser. And you wind up with 427 

Mr. Wotr. That is right 

Mr. Taner. As the average. 

Dr. Conant. Yes 

Mr. Taser. The number of Germans involved starts with 1,493 
and drops to 699 in the overall figure and the average figure then 
drops from 1,267 to 564. There we get a drop of better than 60 
percent. Why is it that the number of Americans cannot be reduced 
to a percentage col responding to that of the other croup? 

Dr. Conant. Of course this is for conduct of relations with Ger- 
many; this is normal embassy function, and these are the people 
that have to handle all of the things that are done in a sec urity way; 
they are the political people; they are also oper ating ‘ the occupational 
functions, courts, and so on, and the place we make the cuts is in the 
German personnel 

It is difficult to reduce any further the number of Americans who are 
operati 1 in this woe area. 

Mr Wor F. | might add to what Dr. Conant has said that during 
this fiscal vear aa the past fiscal year we have eliminated many of 
the occupational functions. In those functions we used the largest 
number of German personnel in the day-to-day business. In the 
political, economic, and embassy, as Dr. Conant stated 

Mr. Taser. You think you have cut that down as far as you can? 

Dr. Conant. It is my judgment, on the basis of talking to people 
involved, who have been over each one of these items. We have 
gone through these activities at the top, line by line. That is where 
the expense is for personnel, and I have gone over each one of them, 
and this indicates where the cuts will come. 

In the Legal Division that has been cut, I believe, as far as we can 
go, if we have not gone too far. There is the tremendous job for the 
legal staff to do, not only with the courts, but we have a great many 
new treaties that have been renegotiated. 

Mr. Taser. The political-affairs item is something that mostly 
relates to Dr. Johnson? 

Dr. Conant. No; his is public affairs. 

Mr. Taser. Public affairs. 

Dr. Conant. Yes. The political affairs is much more the normal 
function of the Embassy; they are the people who make reports on 
the political situation. All the functions that are in what we call 
public affairs do not appear here. This is conduct of relations with 
German activities. 


Mr. Taner. Yes. 
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| Dr. Conant. This is normal Embassy functions here transposed 
to an abnormal item, the abnormality consisting specifically of the 


| work in Berlin. 
Mr. Wore. The Office of Political Affairs being the Office respon- 
sible for occupation functions, such as, civilian aviation, travel control 
abroad, displaced persons, and so forth. 


SUMMARY OF GERMAN PROGRAM By ACTIVITIES 
Mr. Taser. We will insert in the record at this point tables I and 
| 


I-A of the justifications. 
The tables referred to are as follows:) 
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SUMMARY OF PERSONNEL EMPLOYED AND OBLIGATION 


Mr. Taser. I think we should also insert two additional state- 
ments, one showing the number of employees on the payroll as of 
April 30 for each unit set forth on table I, and the other showing actual 
obligations through May, segregated between dollars and deutseh- 


marks. 
(The material requested is as follows:) 
BuREAU OF GERMAN AFFAIRS 
1958 (excl ding reimbursements; including 


GOAG employment as of April 30, 
salary ar d eéxrpEenses 


United States 


, 8; Political a , 7; Public affairs, 6; 


ns as of May 31, 1953 (including S. and E. and 


representation 


ms, | Unobligated 


, 1953 balance 


$1, 690, 721 


264 
690, 71 
HAND, € 


2s 
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Summary of GOAG obligations as of May 81, 1953 (including S. and E. and 


representation continued 
Dollar budget Deutschemark budget 
1953 col Obliga { bli 1953 col Obliga l bl 
umn of tions, May d umn 0 tions, Ma ited 
bud 195, t 1c t et l ) balance 
ty 
Sala pen $7, 54 7 | $6, 752, 714 &7 R( $10, 748,047 | $9,851,129 $896, 918 
N i exp € 
l 1,74 l 1, 547, 667 17, 444 52 495, 67 66, 88 
Pp 
I 444 7 30), S88 118, 349 19. DHE 2, 626, 887 v5 49 
Bulidits operating 
xpenses 18. 386 808, 694 509, & 
Re 
i ) 19,8 14,14 ), OOK ) 14, 661 
Official lence ex 
pens 8 O00 g 020 RRO) », 000 8, QA( 750 
Potal nor lar 
expenses 2, 237, 198 1, 906, 385 $30, 813 7, 139, 198 5, 974, 843 1, 164 
ubdi fYairs prograr Xx 
pense 5, 996, 754 4,914, 375 1, 082, 379 | 11, 350, 544 9, 757, 231 1, 593, 313 
( ilar building pro 
n 2, 207, 000 2, 207, OO 
i { rseas 
clivity 15, 780, 469 | 13, 573, 474 2, 206, 995 31, 444, 789 | 27, 790, 203 3, 654, 586 
ic { 
— exper S O78, 872 QRS 18 1), 854 
exper 
| | 46, 929 38, 131 8, 798 
K ul nt for 
I ( 67. 772 439, 26 el (yt 
] I Mary 
expense 414, 70 77, 397 7, 304 
} lomestic 
tivitic 1, 493, 575 1, 365, 415 128, 158 
( 1, Germ 
17, 274,042 | 14, 938, 889 2, 335, 153 | 31,444,789 | 27, 790, 203 3, 654, 586 


REDUCTION IN PERSONNEL 


Mr. Taner. The overall picture indicates a reduction in personnel 
from the total in 1953 of 9,472 to a total in 1954 of 6,053. 

Dr. Conant. Which table do you refer to? 

Mr. Targr. The summary headed ‘Table I 

Dr. Conant. The very first overall table. The total overseas 
positions is down to 5,681 for 1954. 

Mr. Tarmr. Is that the average positions? 

Dr. Conant. Yes. 

Mr. Taser. The number of positions at the end of this fiscal year 

ill be less than the 8,377 average positions shown for 1953. 

Vir. Wore. That is correct. 

Mr. Taper. And the 5,681 is less than the number which will 
be on the rolls at the beginning of the 1954 fiscal year. 

Mr. Wore. That is correct. Much higher. 

Dr. Conant. That is on the assumption of ratification by October 
| and we would get a reduction in occupation functions. 

Mr. Wotre. For instance, Mr. Chairman, we have a detailed study 
now on all the positions that will be dropped during the fiscal year 
1954 if these ratifications come about. 
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{Pusiic Arrarrs PROGRAM 


SEPARATION OF FUNCTIONS OF GOAG PROGRAM AND UNITED STATES 
INTERNATIONAL INFORMATION ADMINISTRATION 


Mr. Taper. Is there any way to segregate the items that relate to 
what you will have in 1954 from what Dr. Johnson will be responsible 
for? 

Dr. Conant. Yes. I think if you will turn to the public-affairs 
program we can do that. But I would like to submit that I will be 
running it for Dr. Johnson. Would you agree, Dr. Johnson? 

Dr. Jonnson. Yes; he will be representing me. 

Dr. Conant. Yes. 

Dr. Jounson. Dr. Conant will be the special head, as he points 
out, representing me in Germany. He really will be the top repre- 
sentative and he will be watching to see what is done and what might 
be saved from time to time. 

Dr. Conant. If you will turn to table III 
activities under ‘‘Public affairs.”’ 

Mr. Taser. All of it is included there? 

Dr. Conant. All except that under this arrangement there are 
certain items on this table which will finance the exchange-of-persons 
program, which will not be under the new agency. The exchange 
program, as I understand, remains under the State Department. 

If you take out the exchange program, of $4 million, you will have 
left the public-affairs program, which is Dr. Johnson’s responsibility. 

Mr. Taner. Are funds for that program handled separately, or 
are they included in this item? 

Dr. Conant. That is the whole thing, which is being presented to 
you in this way. We ask for the authorization of this sum, but it is 
also administration money, because under the reorganization this will 
be the backup here in Washu cton: that is, the exchange program will 
be backed up here but the backup of it will not be handled by Dr. 
Johnson’s agency 

Mr. Wout In other words, the total budget, as you will note, of 
around $20,974,000 for public-affairs activities, does include the 
$4 mullion, for the exchange program. 

Dr. Conant. Of the $21 million, roughly, about $17 million is for 
public-affairs program, under Dr. Johnson’s Washington responsibility, 
and $4 million for the ex ange program that would be for the State 
Department. Am & correct? 


, Which covers all of the 


Dr. JQHNSON. Tha eorrect 
Mr. WILBER Ther is one other factor: That a portion of the 
adm nistrative costs Sacoaee io be considered 


Dr. Conant. That is correct; the administrative expenses, on a 


pro rata basis 
REDUCTION IN PUBLIC-AFFAIRS PROGRAM 


Mr. Taser. We have a total of $12,205,000 for program expense, 
and $8,769,000 for other public-affairs activities. * Those activities 
do not seem to be dropping at all from 1953. 

Dr. Conanr. Let us take the whole public-affairs program, if you 
will run along down those figures, you will see that it is dropping from 
$29 million to $21 million, which is a drop of some 30 percent in the 
public-affairs program. It is only one-third of what it was 2 years ago. 

Mr. Boerner. There has been a drastic reduction in this year. 








io 


Dr. Conant. Yes. There was $62 million, roughly, in 1952 for 
“Public affairs,’ and we are asking for $21 million, combined cur- 
rencies. 

EXCHANGE-OF-PERSONS PROGRAM 


Mr. Taser. Under this exchange-of-persons program, is there any- 
thing you can say for it? 

Dr. Conant. Yes; 1 think I can say a great deal for it, if I may be 
permitted to do so, and I would like to speak just generally. 

I can give you samples of people who have talked to me and to 
whom I have talked concerning this exchange program. There are a 
variety of ways in which we are carrying it out. The people who have 
been here in the United States have come back to Germany about 
the most interesting people to talk to that I have seen in Germany. 
Most of them—at least, many of them-—have never been out of the 
country. They have lived, first, under Hitler Germany, then under 
postwar Germany, and then through the recovery years in Germany, 
with all of the Communist propaganda, and they come back from 
the United States the most enthusiastic people, not only for our 
country but for our way of life. That applies not only to the children 
and the parents but it applies to the leaders in industry as well. I 
could tell you many instances, gained through conversations with 
parents and with leaders in industry as well as leaders in political 
parties. 

To my way of thinking, this is about the most effective program we 
have, and I wish we could send more, but the limited funds we have 
will not permit it; I think we have cut about as far as we can. 

Mr. Taspr. What sort of people are involved in this program? 

Dr. Conant. The exchange figures are broken down here in the 
supporting material. They are different types. Of course, this sup- 
plements the Fulbright program to a certain extent. It is a two-way 
program, as was indicated in the overall statement, but more par- 
ticularly the emphasis is for the German people to come to the 
United States. 

Next year about $2 million of a $4 million program will be expended 
on German leaders who will be sent over here for some 45 days to 
3 months. The people who are selected are from the middle-age, 
as well as some of the younger people who will be leaders in the various 
professional fields—political people, industrial people, labor leaders. 

And there are many people that I have talked with, and who have 
talked to us; and then there is what we call the trainee group, which 
supplements in part the Fulbright program in education, but it also 
covers a pretty wide field of people who will be in the academic and 
university groups, and others who come over here for special training 
and special programs. 

Then we have what we call the teen-age program, which is an 
interesting program, and one in which children are carefully selected 
by a German committee and are sent over here. This only pays, 
as I understand, traveling expenses. They come over here for a 
while, live here, and then go back. The numbers that we are talking 
about next year will be about 300; 200 from the city and 100 from the 
country. 

Then we have a few specialists, a small number that we want to 
bring over from the United States to Germany. That is a small 
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item in the budget. Coming back to what we call the trainee pro- 
gram, this supple ments the Fulbright program; less academic, above 
the teen-age group. 

Mr. Corron. In the elementary teaching field? 

Dr. Conant. It comes in the trainee program. There would be 
about 80 in the group who would be teachers. There is a great deal 
of interest among the Germans in our whole educational system. 

Mr. Taser. Referring to page 45 of the justification, it appears 
that the number of Germans coming to the United States will be 
increased by 5; the number of Americans going to Germany would 
jump from 238 to 325; and the exchangees within Europe will stay 
at the same figure, 25. 

I do not know what part is covered by this proposed appropriation 
and what part by other funds. The justification indicates that you 
are expecting $1 million from other funds. 

Dr. Conant. May I point out that these figures at the bottom of 
the page represent the Fulbright program only. You have to read 
those in connection with the upper figures. That is the program to 
which I have been speaking, and that is almost wholly Germans to 
the United States. The number of Americans to Germany under our 
program would be 22. The Fulbright program is a program set up 
by an act of C onegress. What we are committed to, I think, is to 
draw down these deutschemarks to the extent permitted by previous 
action of Congress, as I understand it. This part we are really com- 
mitted to by action of Congress. 


SELECTION OF AMERICANS SENT ABROAD 


Mr. Anpersen. Dr. Conant, with regard to these Americans who 
go to Germany, who does the screening as to their qualifications for 
doing the job that you expect of them? 

Dr. Conant. During this coming year we expect to send only a 
few specialists over. This year there were a few that went over as a 
team. 

Mr. ANDERSEN. I am referring to the Fulbright program over which 
you have no control. Can ‘you tell me who does the screening? 

Dr. Conant. It is a complicated series done by academic com- 
mittees here in the United States. Frankly, I ought to know because 
of my previous job, but I cannot tell you accurately. I know that 
there is a series of Fulbright committees under the administration of 
the Fulbright program. We have one in Germany. I can tell you 
more about the one in Germany because I am officially the chairman 
of that. It is composed of some Germans, leading Germans, indus- 
trialists 

Mr. AnperRseEN. I will first give you my reason for asking the 
question. I am rather disturbed over it. 

I knew one party who was selected to go abroad under this particu- 
lar program. That particular person, to my own knowledge, had no 
business whatsoever in being sent abroad to try to tell the people in 
that particular country how we live in America. Now, that particular 
party I am referring to was nothing but an out-and-out Socialist, but 
that person was selected, among others, under the Fulbright program 
to make lectures in that particular area in an attempt to sell them on 
America. 











I am wondering if that is more or less prevalent in relation to the 
Fulbright program? 

Dr. Conant. I am afraid that I cannot give you an answer to that 
based upon any experience. I have not run into the sort of thing that 
you described. I thought of the Fulbright program less as providing 
lecturers, but more of sending students. Where I have run into them 
around the world they have been mostly people who were going over 
to study in a university on a particular job. The people that I have 
run into, I will say, are good representatives of all the things we stand 
for in the United States, and not propagandists for the wrong things. 

Mr. ANDERSEN. You would say that perhaps this person was a 
misfit? 

Dr. Conant. As you described the person, I would certainly think 
so. I cannot tell you of the mechanism by which these people are 
sorted out here. It is done by a series of committees. 

Mr. ANDERSEN. It came to my mind there must be something 
wrong with the screening methods if such a party as that was picked 
to represent this country abroad. 

Dr. Jounson. I think that you should speak to Mr. Fulbright 
ibout that. I think that he can tell you how the committees have 
been set up that choose the people. I am not as familiar with that 
as I should be. It is not done by anyone in my organization. 

Mr. Boerner. The so-called Fulbright Act provides for a national 
board of foreign scholarships to include certain ty pes of persons. 

Mr. ANDERSEN. | understand that. My question was as to the 
ficiency of the method of selection. I thought that might relate to 
. similar problem here. 

Mr. Boerner. This is our first year under the Fulbright Act in 
Germany, the current fiseal year, and the people who will come over 
under the 1953 appropriations have not yet arrived. 

Mr. Anpprsen. Thank you, sir. 

Mr. Taner. You are expecting to spend $3,200,000, or something 
like that, is that correct? 

Dr. Conant. On our own part of the program, and essentially 
$1 million on the Fulbright. 

Mr. Borrner. The $1 million, the Fulbright, is not in our budget. 

Dr. Conant. Then it is nearly $4 million. We expected to spend 
early $4 million. That is what we are asking for under the exchange 
program. 

Mr. Boerner. The amount in the budget for our exchange pro- 
cram is $4,088,000, but part of that, $500,000, is for support of backup 
here in the United States for the Germans coming over who might 
need some additional funds. 


GERMANS COMING TO THE UNITED STATES 


Mr. Taner. Do we provide for the maintenance of the Germans 
who come over here? 

Dr. Conant. Under the Fulbright program and our own. 

Mr. Boerner. $500,000 of the $4,088,000 is for that. 

Mr. Taner. How many of these 1,342 would be students? 
| Dr. Conant. Let me read from another supplemental document, 
— th is an estimate. We estimate of that number about 864 are to 

‘ leaders, not students, older men coming over, from 45 days to 3 
miata. We call them the German leaders. 











We expect 165 to be in the educational program, but much more 
varied than the Fuibright—less academic. We expect about 300 to 
be in this teen-age s roup Those are round figures. 

Mr. Taper. How old would the teen-agers be? 

Dr. Conanr. I think that they run from 16 to 20. 

Mr. Taner. They come over here and attend some school t 

Dr. Conant. They go and live with an American family. They 
pay all the expenses. We simply pay their transportation. 

Mr. 30ERNER. We pay a little more than that. Thev might need 
some mone when thev arrive 

Dr. Conant. Essential expenses. 

Mr. Fenron. Is there any difficulty in getting them to go back? 

Dr. Conant. They are perhaps overenthusiastic a bit about the 
United States, but one ¢ xpects people to be overenthusiastie at that 
age if they have had a good experience. They will level off to seeing 
their future in terms of their own country. 

Mr. Taser. Of the 1,634 in the current year, how are they split? 

Dr. Conant. As follows: The leader program, about half, 861; of 
the educational group—trainees, we call them, 359; the teen-agers, 414. 

Mr. ANDERSEN. What Dr. Fenton meant was: Do you have any 
difficulty in getting the youngsters to return to Germany? 

Dr. Conant. I was saying yes, they like the United States so much 
whai they would like to stay here. 

Mr. ANDERSEN. They would? 

Dr. Conant. Oh, ves 

Mr. ANDERSEN. Do some actually stay here? 

Dr. Conant. They cannot, of course, under the arrangement 
They have to £0 back. 

Mr. Fenron. I know of one that was legally adopted. 

Dr. Conant. You know all about the program. They cannot 
go back. 

Mr. Fenron. She has to go back just the same. 

Dr. Conant. She can return. 

Mr. Woure. Under the immigration quota. 


RESULTS OF EXCHANGE PROGRAM 


Mr. Taser. Are there any results that would justify the expenditure 
of better than $4 million on this proposition? 

Dr. Conant. I would say that we have already had a great deal 
of satisfactory results from this program and we will continue to 
have them. Again I come back to the point that these people have 
been simply cut. off, not only from this country but from the whol: 
range of freedom, and it is very difficult to describe another point 
of view by books and lectures, although that helps. The best people 
are the people who have been here. For every person who goes back 
hes preads the point of view to hundreds of people. 

This is a program which is endorsed by everybody that I have talked 
to, the Government people and the opposition leaders and the leaders 
f the various walks of iife that I have had the privilege of meeting 
They are enthusiastic about this part of it. I would say, if you want 
to know what the results are, the results are the fact that we have in 
Germany today a strong parliamentary federalist system. You have 
all the parties, except the Communist Party, back of it. 


oO 
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BUGGESTION OF HAVING FOREIGN STUDENTS EARN THEIR LIVING HERE 


Mr. ANDERSEN. Have you ever considered a program of having 
say, 50,000 young German boys come here to work on farms for a 
year, or 50,000 housemaids coming to this country to work for a 
period of time and then returning? Have you ever considered such a 
program? 

Dr. Conant. I cannot say whether they have in the past, but, of 
course, this teen-age program ts a little like that. 

Mr. ANDERSEN. | see. 

Dr. Conant. 50,000 would be a tremendous number 

Mr. ANDERSEN. I know in those two categories there is a distinet 
shortage of help in this Nation. 

Dr. Conant. I do not know what you would get into. As TI reeal! 
there are some difficulties that would be encountered under our law 
about people coming here and earning a living. I believe you would 
have to get a special act of Congress. I know that we have always 
had difficulty in having our students earn their living while they were 
here. ‘That is a point of your proposal. 

Mr. ANprERSEN. I think in Minnesota we would possibly be able 
to use 25,000 or 50,000 of these voung well-qualified boys, who eould 
come in and work for a 6-month period and become acquainted wit] 
American life, and who would also have a little money to go home 
with. It would serve two purposes. 

Dr. Conant. It would generally be fine. There are certain diff 
culties. 

Mr. ANDERSEN. I understand that 

Mr. Boerner. I might say, Mr. Congressman, the so-called trainee 
part of the program is adopted to this principle. It is on a very small 
scale, of course. These people, the so-called trainees, are people wh 
are somewhere along in their professions and we place them perhaps 
with a newspaper or ina factory, or wherever they are specially qual 
fied to go. That is permissible under an act. 

Dr. Conant. I am told that the British have tried on a small seal 
what you are suggesting very successfully. 


POPULATION OF EAST AND WEST ZONES 


Mr. Fenron. What is the population of West Berlin and East 
serlin? 

Mr. BorrneErR. Two million three hundred thousand under our 
control and about 1 million in the Soviet sector. 

Mr. Fenron. What about the American Zone? What is the popu- 
lation of the American Zone of Germany? I want a breakdown of th: 
British, the French, and the American Zones. 

Mr. Boerner. Eighteen million in the American Zone; something 
like 6 million in the French Zone, and the rest would be in the Britis] 
Zone. The big concentration of the population is in the British Zon 
a population of about 15 million alone in the Ruhr. 
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REFUGEE CAMPS 


Mr. Fenton. How many displaced persons camps do you have? 

Dr. Conant. Do you mean run by the German Republic? 

Mr. Fenton. Yes. 

Dr. Conanr. I could not give you the figure and it would be difficult 
to decide what was a camp. I have visited the camps that are 
handling the refugees in, in a half dozen places in Germany, and they 
vary from rather good construction that has been built since the war 
to very temporary, miserable conditions of old barracks and wooden 
structures. It will vary from cases where practically everybody is 
waiting to find a job to places where people are all employed, and there 
are industrial housing developments with refugees in them. 

Mr. Fenron. Do you have any idea of the number of refugees? 

Dr. Conant. Yes. The total people who could be considered 
displaced, who left their homes some time since 1945 and are now 
living in Western Germany, are about 10 million, or about 20 percent 
of the population. That is one of the very abnormal factors in this 
whole situation in Germany today. 

Mr. Taser. Mr. Davis? 


RELATIONSHIP WITH MILITARY AUTHORITIES IN GERMANY 


Mr. Davis. I have two questions on relationships, Dr. Conant. 
The first of those is to ask if you would clarify your position with 
respect to the military authorities now in Germany; and the second is 
to clarify the position you have with Dr. Johnson’s organization. 
i am not sure how this money is divided between the two of you. 

Dr. Conant. May I speak to the military first? 

Mr. Davis. If you will, please. 

Dr. Conant. As you know, the military organization in Europe 
comes down from the headquarters in Paris and then through General 
Handy, who is at Frankfort, who is, as I understand it, a deputy for 
the command of American forces to General Ridgway, or to General 
Gruenther to be. 

General Bolte, whose headquarters are at Heidelburg, has com- 
mand of all Army forces. General Bolte and bis headquarters bave 
been designated as the point of contact between my office and the 
muitary in Germany. 

We have, for example, once a month a staff meeting in Heidelburg, 
to which [ go, and whatever members of my staff may be concerned 
with our mutual p wobls ‘ms, involving the High Commissioner’s Office 
on the one hand and the Army on the other. We have an agenda 
and discuss these problems. So our relations are those of working 
out any problems which may be involved between the High Com- 
missioner’s Office and the military. 

| have no command, of course, or anything to do with troop move- 
ments, as High Commissioner, as long as we are occupying. I do 
have broad power in the American zone. As a member of the 
Allied High Commission, with three commissioners, we have general 
responsibility. 

As to the American forces in Berlin, General Timberman is both 
my representative there and also General Bolte’s representative. So 
I see a good deal of him. The problems that come up in Berlin are 
of both a military and civilian nature. 
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| do not know if that answers your question. We have a continu- 
ous liaison. There are a number of problems which come up about 
lations between the Germans and American forces. We are always 
here to help. 

Mr. Davis. With respect to our oecupation forces, do you act-as 
an intermediary in all cases between our military forces and the 
Adenauer Government? 

Dr. Conant. Oh, ves. I would make all the representations to 
the Chancellor. I do not think General Bolte would at all. If he 
had anything involving the German Government he would get in 
touch with me. That would be true even if an important point came 
ip in connection with some local situation. He would probably get 
n touch with me to assist him in relations between his troops and 
the civilians. 

Of course, a lot of this is delegated to the field 

I spoke of how the people on our public affairs program helped out 
the local commanders. That is done just as a friend of the court, 

o to speak, in local areas. If any serious problems came up that they 
needed to handle, they would come up to me on the one side and 
General Bolte on the other. 

Mr. Davis. Would you tell us something about any fiscal control 

hich you exercise over our military authorities there? 

Dr. Conant. I think I would have to ask Mr. Wolfe to go into the 
details, but I should say in general that we have no fiscal control over 
the main expenditures of the Military Establishment in Germany. 

Mr. Woure. Except for occupation costs. 

Dr. Conant. Yes. We do negotiate as a part of the Allied High 
Commission with the Germans as to their contribution to occupation 
costs. We have just finished a long negotiation with them, reallv on 
behalf of the whole NATO organization, as to the contributions they 
will make to the whole EDC-NATO setup when the treaties are 
ratified. At that point my people come in entirely. 

Wore. If I may add to that, Mr. Davis, insofar as the 
occupation costs are concerned, up to the time the contractual agree- 
ments were signed the High Commissioner had full fiscal responsibility 
for occupation cost. He must approve. He must be in effect the 
Bureau of the Budget and Congress in approving the occupation cost 
budget that is presented to the German Government. 

Now, of course, there has been a slight change since the signing of 
the contractual agreements. A figure has been agreed upon between 
the allies and the Germans, that the contribution shall be limited to 
600 million deutschemarks per month for all 3 allied powers. So it 
s a fixed amount more or less at the present time. 

The High Commissioner does exercise authority in apportioning 
hose funds to the United States forces, should that be necessary. 

Mr. Davis. My recollection was that the military people were very 
much concerned over the fact that they were going to be right in the 
midst of a rather heavy construction program which had been up to 
now substantially supported by contributions from the German 
Government, and they were much concerned over the fact that there 
was pending an agreement in your office where that contribution was 
roing to be sharply cut which would place them in the position of con- 
tinuing the construction with American dollars. 
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Mr. Wore. That situation has changed. Under the contractual 
agreements there was quite a problem imvolved there in paying off 
obligations made during the occupation period, but not actually paid 
until the end of the occupation period. That situation has been 
corrected now with not a new agreement but an addition to the agree- 
ment which states that until December 31 of this year there will be 
available to the allied forces from the Germans 600 million deutsche- 
marks per month, and further that any obligated but unspent portion 
of that money will carry over for 1 year to pay off these obligations. 
The United States share of the 900 million deutschemarks a month is 
276 million deutschemarks per month fer the United States. 


RELATIONSHIP WITH UNITED STATES INTERNATIONAL 
INFORMATION ADMINISTRATION 


Dr. Conant. Should I speak to your second question, as to the 
relations between the public-affairs program and Dr. Johnson’s 
organization, since that involves this new reorganization here in 
Washington? 

Mr. Davis. If you will, please. 

Dr. Conant. As I understand the situation from discussing it with 
Dr. Johnson it is essentially as follows: This public affairs-program 
which we are presenting to you, with the exception of the exchange 
program, is one which we will be carrying out—I will be carrying 
out as chief of the mission, and the people under me in my organi- 
zation—with responsibility back here in Washington to Dr. John- 
son’s organization; just as under the MSA program I have been 
carrying out responsibility as chief of the mission in Germany on 
behalf of the MSA organization here which was the arrangement that 
has been there since the MSA. 

Mr. Davis. The money for this particular portion we are talking 
about is in this budget which is now before us? 

Dr. Conant. It is in this budget; that is right. 

Mr. Davis. It seems to me to be making something very com- 
plicated out of something which really is not complicated. You 
are getting the money. Your responsibility is to Dr. Johnson. Then 
he turns the actual operation of it back to you. 

Dr. Conant. That is right. 

Dr. Jounson. That is all except the stateside, which backs up the 
people in the Public Affairs Division under the High Commissioner. 
We have to have some people here to support that program. 

Mr. Woure. May I add a point there, Mr. Davis? Of course this 
budget has been prepared for some months and prior to the announce- 
ment of the reorganization. The public affairs portion of the activity 
in Germany, and Austria as well, has been included in this one budget 
for government in oecupied areas since the beginning of the public- 
affairs program in Germany. 

Mr. Davis. But completely separate from this there will be 
substantial budget request for running other information programs 
in Germany, as I understand it? 

Dr. Conant. No. 

Mr. Wotre. No. 

Mr. Davis. What about this Munich setup? 
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Dr. Conant. The Voice of America. If I may say so, we would 
not call that an information program in Germany. From my point 
of view it is the accident of geography which cause that station to be 
in Germany, because it is trying to reach not the Germans but people 
who lie on the other side of Germany. It just re to be there. 
[t is not part of our mission there, as I outlined it this morning. 
That is another problem, which is the problem of reac ion people on 
the other side of the Iron Curtain who are not Germans. That is 
shown by the languages they broadcast, for example. We can almost 
break it down simply that way. 


DISCUSSION ON EXPENDITURE OF DOLLARS AND DRAWING DOWN CREDI1 
ON DEUTSCHEMARKS 


Mr. Davis. How do you distinguish in your budget planning and 
in your operation between money contributed as dollars and the money 
contributed through the deutschemarks? 

Dr. Conant. We have been trying to put everything that can be 
put there, on the deutschemark side. It is the dollars that will appear 
in this year’s budget expenditures. It will affect the budget here of 
the United States Government. 

The deutschemarks is a question of drawing down on credit, which 
is, of course, an asset of the United States Government, of the tax- 
pavers; but it is a question of the rate at which you ser aw it down. 
We have tried—and have succeeded, I would say » have every- 
thing we could paid out of deutschemarks. We are on ehy asking for 
the dollars where we have to have dollars; for example, for paying 
salaries of United States employees in Germany. 

Mr. Davis. That is what [ am trying to get at. If we are correct 
in referring to that as an occupation operation, I would think that 
that should come out of the deutschemarks, as well as what you now 
consider as coming from that source. 

Dr. Conant. You mean the salaries of the United States employees? 

Mr. Davis. Yes. 

Dr. Conant. You have to pay those in dollars. Those have to 
be paid just as the pay of the troops has to come out of dollars for the 
troops that are there. You cannot pay the American personnel i 
Germany in deutschemarks. 

Mr. Davis. What I am trving to get at is this: Should there not be 
a reimbursement for the actual out-of-pocket American taxpayers’ 
money? 

Dr. Conant. For the dollars? 

Mr. Davis. Yes. 

Dr. Conant. As well as these deutschemarks? 

Mr. Davis. Yes. 

Dr. Conant. Well, that would be difficult. It goes back to a lot 
of history. 

Mr. Wotre. Yes; that is a lot of history. I think probably under 
the Geneva Convention that may be permissible, although it has been 
certainly the policy of the United States since the beginning of the 
occupation that we would draw upon the country being occupied for 
supplies, materials, housing, and all that sort of thing but not for the 
pay of troops or pay of civilian personnel in that country. 
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Mr. Davis. How much progress have you made since you have been 
there, Doctor, in putting an end to the line of thought on the part of 
our people over in Germany that what is paid for in deutschemarks is 
not costing the American taxpayers anything? 

Dr. Conant. Well, all I can say is that I have emphasized it every 
time we have talked about it. It is using up an asset of the American 
Government just the same as though it were dollars, but it is appearing 
differently. It is a question of the rate at which you draw it down. 

We are not talking about occupation costs now. That is different 
We are talking about drawing down this surplus-property credit 
Although we are trying to spend deutschemarks rather than dollars, 
for the reasons we have gone into, at the same time we keep just 
as much an eye on those from the budget point of view as we do the 
dollars. 

Mr. Davis. That gets back to my previous question as to how much 
fiscal control you exercise over the military people over there. Several! 
times the remark has been made in my presence, by the people in 
charge of our military construction, that some of the rather fancy 
things which were being built in Germany were not costing the tax- 
payers anything because they are being paid for in deutschemarks. 

Dr. Conant. I have occasionally heard that remark, I must admit 
Whenever I have, I have jumped on it as hard as I could, because | 
think it is thoroughly unsound. 


PUBLICATION OF DIE NEUE ZEITUNG NEWSPAPER 


Mr. Davis. I gathered from your presentation, Doctor, when you 
spoke of Die Neue Zeitung, that the proposal to make it a weekly 
instead of a daily is contrary to your own personal wishes in the mat- 
ter; is that correct? 

Dr. Conant. We are asking here to have this presentation revised, 
so that we are not proposing to have a weekly. Instead of that, we 
are asking that this money be appropriated so that I may continue it 
daily for the time being. 

Mr. Davis. Does the budget before us include funds for keeping 
it as a daily, or does that contemplate making a weekly out of it? 

Dr. Conant. The idea of making a weekly | have dropped. I am 
asking you here to change the presentation so that the money appear- 
ing there for the Neue Zeitung will appear for the continuing publica- 
tion of it as a daily for the time being. 

Mr. Davis. Is there money in this budget for that purpose? 

Dr. Conant. There is money in there for this purpose, if we hav: : 
your permission to change our presentation to that extent. May 
go off the record just a moment? 

Mr. Davis. Yes. 

(Discussion off the record. 

Mr. Davis. In that connection, Doctor, the figures you have given 
previously, which are referred to on page 29 of the justifications, gave 
us a gross cost for appropriation purposes. I certainly believe we 
ought to have the figures which have been presented, but I would 
think that the appropriation here should reflect the actual operating 
deficit of that publication. What happens, for instance, to thé 


revenues? 
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Dr. Conant. Well the revenue, as you know, under the general 
Government arrangement, comes back into the Treasury. That is, 
it comes back into this deutschemark fund which we draw down. 

Mr. Wotre. That would go bac ‘+k, Mr. Davis, beginning the Ist of 

July to “Miscellaneous receipts,” for all revenue of all kinds. What 
vou have in the budget is the amount required to operate it. 
' Dr. Conant. Actually, of course, from the point of view of the 
taxpayer, it is really the difference; and as a budgetary officer it always 
distresses me that I cannot show the net figure and have to show you 
the gross figure. 

Mr. Wore. I might say there that the revenues during the past 
year have been over $1 million equivalent of deutschemarks. The 
cost of operating the Neue Zeitung is $2 million in this budget to 
continue it as a daily. The $1 million receipts will go back into the 
Treasury, or a pro rata share, depending upon that cut. 

Mr. Bowrner. We have in the program approximately $2 million 
as a weekly. If we continue it as a daily, there will be at least a 
$100,000 a month in the form of revenues. 

Mr. Davis. That is all, Mr. Chairman. 

Mr. Taser. Mr. Cotton? 

Mr. Corron. I had a few questions, Mr. Chairman. Some of them 
have been anticipated already. 


ATTITUDE OF GERMANS TOWARD UNITED STATES MILITARY FORCES 


As to this point which Mr. Davis was just discussing, about the 
impressions the Germans have of Americans over there, I do not 
suppose you would want to discuss, even if there were any reason 
for it, the matter of the military, because that is not under your 
control. When I was over there it seemed to me that some of the 
things being done by the Army 4 ee would, if they were 
being done by a foreign occupier in America, cause a great deal of 
antagonism. I saw what seemed “ me to be ‘Yotiiee luxurious and 
beautiful houses, or castles or villas or whatever you call them, taken 
over for headquarters; and the Germans who originally occupied these 
places were out in the servants’ quarters and the generals were living 
there. 

If you do not want to comment on this, that is quite all right, but 
is my impression exaggerated or was there some of that? Has it 
had some effect in making more difficult the establishing of proper 
relations with Germany? 

Dr. Conant. I think I would comment only to this degree: I would 
not want to comment on the total situation, or go down into the 
details, but I would say that we have been in the process of moving 
from a victorious Army of Occupation to an allied situation. I think 
n that process there will always be sometimes a timelag. But | 
would say we are moving more and more into the position in which 
the Germans on the one hand and our American forces on the other 
were feeling that when the treaties are ratified they are going to be 
partners in a common enterprise; they through the EDC and we 
through NATO. 

| could give you a number of examples where the commanders of 
\rmy corps or regiments were working very closely with the German 
people in the towns or cities where they were located. As the High 
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Commissioner’s Office through our various ways we are doing all we 
“an to forward that development. 

Mr. Corron. Would you care to indicate what your impressions 
are as to how our military forces in that respect compare with the 
policies of the British and French forces in their respective sectors? 

Dr. Conant. No, I do not believe I have evidence enough. | 
would just like to say this: Of course, occupation forces are never 
popular. It is not easy to move from an occupation status into that 
of being allies. The whole relationship has changed over this period 
of time. But I have been amazed at the little resentment I have 
found from the Germans and by the fact that we were there in occupa- 
tion and now, as most of them would readily say, we are there to defend 
them. 

As between the French and the British, I do not think I have enough 
evidence to warrant a statement. 

Mr. Corron. Could it be, perhaps, that the German people have, 
through the years been more accustomed to having a military class 
f their own and dealing with some military arrogance, than our 
people have been, so that they would not have quite as much effect 
on them? 

Dr. Conant. It is quite true that they are much more used to 

barracks in towns than we are, and having soldiers there. 

But on the other hand I would like to tell vou this story: One of the 

iding German political figures said to me almost the first thing 

hen I got there that he had been enormously impressed by the 
American Army and the spirit of its officers. He said: 

It is one thing that we in Germany are coming to understand; what it is to have 


a truly democratic army 


ABILITY OF AMERICAN PERSONNEL TO SPEAK GERMAN 


\ir. Corron. Now, with reference to your own organization, does 
arge proportion of the American personnel of your organization 
speak German? 

Dr. Conant. I do not know if I can give you the figures, but, 
se, with regard to the people in the consulates and the people 


n the political affairs and so on organizations, who have been there 
ny length of time, a very large proportion can at least speak some 
German. Do you have any figures on that? 

Mr. Wore. Yes, sir; I have. It has been a very interesting 
subject and we have spent a lot of time on it. I particularly hav: 
spent time in that field of seeing to it that our people do understand 
and know German 

It is interesting to note that even today, despite the fact that our 
American strength is down to 1,000, the average attendance at our 
German classes during this fiscal year has been 405. 

I would say from the standpoint of learning the language there has 
been more interest in the organization in learning the language and 
more attendance at classes than any place else I have ever been. For 
instance, since I have been there I have signed over 500 certificates on 
completion of our German training course, which gives them a good 
knowledge of conversational German. 
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TURNOVER OF AMERICAN PERSONNEL 


Mr. Corron. Do you have considerable turnover in your American 
personnel, or do your people remain in Germany for a considerable 
number of years? 

Mr. Wourr. No, sir. We have had a fairly large turnover o 


personnel. There are 2 or 3 reasons for that [Initially the personne! 


that we recruited, when the State Department took over in Germany 

re to a large extent, I would say, the limited-service personnel. lr 
other words, their appointment was for 1 yaar, 2 vears or 4 years 
There has been a gradual change in that organization from the 
limited service to the permanent service. I mean by that that per- 
manent people have been transferred in to take the place of the 
limited service, and the limited service have been always the first to 
be reduced in our reduction program. Our turnover has averaged 
about 25 percent, sir. 


MATURITY OF PERSONNEL 


Mr. Corron. Are most of your people of some maturity, or are 

lite a large percentage of them fairly young and fresh out of college? 
Let me explain that by saying that when I was over in Europe a year 
or two ago I was only in Germany a couple of days, but I did seem to 
sense in some of our personnel in ECA in other countries there was a 
large number of young people. I do not mean to imply they are not 
iseful and that their enthusiasm is not valuable, but it seemed to m 
they lacked a certain maturity of judgment. 1 wonder if you coul 
ceneralize very briefly on your own organization. 

Mr. Wourer. Yes, sir; I can answer that quite accurately. Lf we 
take it by starting at the top, taking it through the office directors, the 
division chiefs and the branch chiefs, that in itself takes in approxi- 
mately 150 Americans. I would say the average age of those indi- 
viduals is certainly in the forties. 

The next group below that we will say is 200, and I will say the 
average age 1s in the late thirties, if not very close to 40. 

Then you get into the area, naturally, of the stenographers, th« 
code clerks, and the younger group in the twenties. 


RECRUITMENT OF PERSONNEL 


Mr. Corron. How is your personnel recruited? Is it through civil 
service or do you have your own recruitment? 

Mr. Woure. Initially they are recruited through the normal For- 
eign Service recruiting system of the State Department. Now, of 
course, in the past 6 months to a year we are getting them principally 
through transfers of permanent people from other posts to take the 
place of our limited-service people. 


QUARTERS FOR PERSONNEL 


Mr. Corton. Do they live in particular quarters which are provided 
or them, or do they find quarters on their own allowances wherever 
they see fit? 

Mr. Woure. In Bonn and Frankfurt they are in Government- 
owned quarters. In other areas they are in requisitioned quarters 
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That authority to requisition, of course, ceases upon the date of ratifi- 
cation, and where we do not have Government-owned quarters they 
will have to go on the allowance system. As we see it at the present 
time it is going to be extremely difficult, if not impossible, to secure 
adequate housing for the people in the areas where we do not have 
Government-owned housing. 


BONN BUILDING PROGRAM 


Mr. Corron. This leads me to one other point about which I wanted 
to inquire, which I think perhaps has been belabored before. I realize 
it is something that Dr. Conant is in no way involved in, but it involves 
these buildings in Bonn, concerning which the chairman asked a few 
questions this morning and about which I read a voluminous report. 
I have here a copy from an article in the London Daily Mail. It is 
described as extremely expensive, luxurious, and a superduper sort of 
thing that would serve to impress the Germans with some of this 
luxury Mr. Davis was talking about. Is this the project covered in 
the report by the General Accounting Office? 

Mr. Wore. If you are quoting from the article in the London 
Daily Mail, I think vou are, sir, that appeared in the General Account- 
ing Office Report. Yes, sir; it is the same project. I could, I believe, 
give you 1,000 articles contrary to that particular article. There are 
458 Government-owned apartments in that area. 

Because I am responsible for it I guess you should temper my judg- 
ment and what I say about it accordingly. I say they are not lux- 
urious. They are not lavish. They are larger than the average-sized 
apartment that you find in the States for 3 reasons. One is that 
when you are providing Government-owned housing you must provide 
for a fixed population, not a population from which you can draw 
people who want only one-bedroom apartments. We levine for 
families of 3, 4, and in fact we have 2 families with 7 children. Those 
families would normally be in a house in the States. 

The second reason is that 2, 3 or more of our bachelor employees 
share an apartment. 

Third, particularly with the top 150 that I was speaking of a few 
minutes ago, their contacts must be frequent if they are going to 
carry on their activities with their colleagues, whether it be Germans 
or other missions within the Bonn area. Consequently those apart- 
ments—and I am speaking only of the apartments now and I will 
come to the other later—have a living room slightly larger than you 
would find in the United States. 

So far as resentment is concerned, I would certainly like to emphasize 
what Dr. Conant has said, that among the German population we 
have not only not received any resentment but we have received 
considerable amount of praise. If you would go through the area on 
a nice Sunday, as an example, you would see hundreds of Germans 
admiring it and thinking in the terms of, “This is what we want to 
look toward.” ; 

We could supply any number of German newspaper comments on 
that score. 

Mr. Corton. I believe it was testified this morning that these 
buildings could be disposed of without a loss. 
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Mr. Wotre. Readily, sir. In fact, that could be done with a 
profit; I am positive. 

Mr. Corron. Of course, that is not the most important point. 

Mr. Wotre. No. 

Dr. Conant. That does not affect it. 

Mr. Corron. The psychological point is important. 


HOUSES 


Mr. Corron. You spoke of apartments. Do you yourself live 
in one of those apartments? 

Mr. Wourer. No, sir; I live in 1 of the 6 houses we constructed 
at the same time. 

Mr. Corron. What were the six houses like? 

Mr. Wotrer. The six houses are: the Ambassador’s residence; 
the Deputy Chief of Missions’ residence; tne residence of the Chief 
of MSA: the Director of Economic Affairs: the head of Political 
Affairs; the head of Public Affairs, and the Executive Director. 

Mr. Corron. How many rooms are there in the one you occupy? 
Iam not trying to attack you personally. 

Mr. Wotre. No, sir. 

Mr. Corton. I just want you to tell us about them. 

Mr. Wotrer. Naturally that would be the one I know best. It has 
3 bedrooms and 2 baths. It has four servants’ rooms. It has a living 
room, a study, a dining room, and a kitchen. 

Mr. Corron. What was the cost of that particular house in Amer- 
ican dollars at the time it was built; could you tell us that? 

Mr. Wotre. In American dollars I would like to break it down a 
little bit, if I may. Looking at the total cost I think you get a little 
different picture. I am quoting these figures from memory, and if I 
may I would like to correct them in the record later. 

Mr. Corron. Certainly. 

Mr. Wotrer. Let us say the total cost of the house, including all the 
furnishings and the land and all, was $125,000 equivalent. That 
includes $20,000 for the land. That includes $16,000 or $17,000 for 
roads and utilities that would normally be done by the city through 
an area. But here the city of Bad Godesburg was not in a position 
to do that. The furnishings were $18,000; I believe it was, complete; 
with refrigerator, stove, and everything. 

Mr. Corron. Each one of those houses is furnished about the same, 
at a cost of $18,000? 

Mr. Wore. That is correct, sir. The balance was in the construc- 
tion of the house. 

COST OF APARTMENTS 


Mr. Corron. It seems to me that I have some vague recollec- 
tion—and I tried to refresh my mind during the noon hour—that the 
150 apartments cost around $15 million. 

Mr. Wotre. $15 million equivalent in deutschemarks, yes. 

Mr. Corron. That would be about $30,000 an apartment. 

Mr. ANDERSEN. About a $33,000 average. 

Mr. Taper. $33,333.33. That is the arithmetic. 

Mr. Wotre. I would have to check the arithmetic. 

Mr. Taser. Do they have a swimming pool? 











Mr. Wo.re. We are using this figure of 60 milion deutschemarks, 
of course, and we are using the average of 130,000 deutschemarks, 
which is certainly close to the Congressman’s figure of $33,333.33. 
We must remember that includes an excellent community operation, 
all the roads, all the utilities, the shopping center, the heating plant, 
the warehouses that went on it, the swimming pool, if you will. 


Mr. Corron. Were they furnished? 


Mr. Wore. Yes. he decision to furnish them was a carrvover 
of the occupation policy where furniture in only limited amounts 
was p ‘rmigted to bi shipped for an individual. 

\ 


ir. Corron. Who keeps them up. vour organization? I believe 
that you occupy one third and the military two-thirds. 

Mr. W OLFI That is m Frankfurt. This one we occupy entirely 
\ir. Corron. How much is there in this budget to maintain and 
blishment, replace furniture, wear and tear, and so 


Mir. Woire. [am sure the figure is around $700 per apartment per 


veal That, of course, is in lieu of the payment of any rental allow- 
ances whatsoevel! : 
\f — : 
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\Ir. Roonry. What would the rental allowance amount to? 


Mr. Wourer. If we get away from the Bonn area because it would 
be unpossible in the Bonn area, but if we were to take a place like 
Diisseldorf, the rental allowance, as near as we can figure it—and we 
have gone into considerable detail—would average in the neighborhood 
of $1,200 a vear for a bachelor and from $1,800 to $2,400 a vear for a 
family In other words, we calculate on the basis of the minimum 
rental allowanees that we have a savings equivalent to $600,000 a 
vear, which you can consider as amortizing the buildings, or as a net 
savings. 

Mr. Corron. I want to complete the record on this. I read some 
sort of a newspaper report, 1 think it was your own testimony before 
some other committee, about the bachelor apartments and_ the 
maid’s rooms? 

Mr. Worrr. Yes 

Mr. Corron. Well, whatever the situation may have been, it is 
incredible to me, Mr. Wolfe—and there again I do not know the 
German psychology—but if any governmental organization in this 
country conducted and maintained an establishment as far out of 
keeping with the surroundings, the man on the street would not be 
favorably impressed. It is very difficult for me to believe that ou 
relations with the ordinary garden variety of Germans—not the 
leaders, not the governors—but the ones who look at it each day 
would be advanced. I cannot for the life of me visualize their 
gathering around on a Sunday and looking at such an edifice and 
saving, “‘Is not that wonderful and fine? Through our association 
with America someday we shat! all be living like that.” 

I cannot help but think their reaction would be quite different. 

Mr. Woure. I can only answer you in this way, sir: In many parts 
of Germany, and I can show you examples and pictures of this, 
apartment buildings are going up following the identical architecture. 

I may add that copies of the plans have been given upon request 
to, I believe, every state government, several city governments, and 
practically every architectural firm in Germany. 

Mr. Corton. That is all. 
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Mr. Taser. Mr. Clevenger. 

Mr. CLevENGER. I have no questions, but I am concerned with the 
relationship between these appropriations and the State Department 
appropriation. Because the reorganization language is so vague, | 
am not sure what is included here in the way of administrative support, 
which might also be included in the State Department budget or in 
Dr. Johnson’s new setup for which we have no budget. 

There has been nothing at all said where Mutual Security and 
point 4 comes in budgetwise. | am interested primarily in getting 
these relationships straightened oOuL as SOON as pe ssibl *~SsO We Can all 
have a clear picture of the matter 


COMPARISON OF BUDGETS FOR 1952, 19§38, AND 1954 

Mr. Rooney. I have been trying to analyze this propos ed budget 
in comparison with previous years, and I wonder if I have my te ts 
straight. 

It would appear that a year ago the budget was cut—and I am 
speaking now of total for Germany over 52 percent as compared 
with less than 18 percent of the present request. In other words, it 
was cut from rig 792.340 in 1952 to $48,718,831 im 1953, which was 
a savings of 3,073,509, or over 52 percent. As against that, | 
compare the ae cut with which we are now presented, which is 
less than 18 percent; to wit, from $48,718,831 in 1953 to $39,699,700 
in 1954, a comparison between the $53,075.509 savings figure for the 
fiscal vear 1953, and the $8,752,131 proposed savings figure for 1954 

Is that correct, Mr. Wolfe? 

Mr. Wo.re. That is correct, sir 

Mr. Rooney. Ii also wonder if I 
with regard to taxpayers’ dollars when a vear ago there was a cut 
made of over 30 percent in the dollar figures as compared with 18 
percent m the instant figures for 1954; 1s that correct? 

Mr. Wotrer. That is correct, sir. 

Mr. Rooney. So it would appear that the amount a In LAX- 
pavers’ dollars in the presently presented budget is only $3,140,260, 
and this would indicate that the efforts to put everythmg that vou 
can under the deutschemark side have aot been very su ‘cessful 
How much have vou left in the deutschemark fund? 

Mr. Woure. The total surplus property credit? 

Mr. Rooney. Yes. 

Mr. Wourr. The total is $206 million worth of deutschemarks 
Twenty million dollars of that has been committed, of course, for 
over the 20-vear period under the Fulbright Act. 

Mr. Roonry. What are the limitations upon the use of those 
deutschemarks? 

Mr. Wore. As appropriated by Congress. 

Mr. Rooney. In other words, they can be used for anv and every 
purpose? 

Mr. Wo.tre. Any purpose approved by the Congress, ves. 

Mr. Taper. Could vou tell us what the current rate of exchange is 

Mr. Wourer. 4.2 deutschemarks to the dollar; roughly, a quarter 

May I point out one thing, Mr. Rooney, in that connection between 
1952 and 1953: that was the time we made the heavy reduction, you 
see, that eliminated the Long Commissioners Organization and the 
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resident officer program, after the signing of the contractual agree- 
ments last May. ‘Those were all eliminated, and each one of those 
organizations carried a large percentage of German personnel. 


BONN BUILDING PROGRAM 


Mr. Rooney. If I may return to a subject which I know is dear to 
your heart, and upon which there have been many, many hours of 
congressional hearings, namely, the Bonn building program. I do 
not at the moment have a mind one way or the other as to whether 
the housing is lavish. I wish to ask you this question because there 
is a gentleman in charge of the foreign buildings program of the 
Department of State, a man for whose ability and integrity I have 
the greatest respect, Mr. Leland King—would you say, assuming that. 
the greatest possible mistake was made in building this Bonn develop- 
ment and that is was superlavish, extravagant, and entirely out of 
proportion, that Mr. Leland King contributed in any way in making 
such a mistake, if such a mistake was made? 

Mr. Wotre. I would not, sir. 

Mr. Roonry. Thank vou very much. 

Mr. Wo tre. I would like to add one point to that, if IT may, Mr. 
Rooney f 

There was a completely delegated responsibility- 

Mr. Rooney. I wanted a conclusion and we already have it. 

Mr. Wotre. I would like to add this point: If in any way the Bonn 
program is considered luxurious, or lavish, I am individually respon- 
sible. 

Mr. Rooney. I gathered that from your answers to Mr. Cotton. 

Mr. Wotre. Yes. 


FAILURE TO NOTIFY COMMITTEE OF BUILDING PROGRAM 


Mr. Rooney. I believe, with regard to the Bonn building program 
under discussion here today, that we have all missed the boat. The 
question at this point, now that the buildings are up, is not whether 
not we made a mistake—they are already there. The question is, did 
you not put up those buildings and embark on that program without a 
word of advice to this or any Appropriations Committee? 

Mr. Wotre. No, sir. 

Mr. Rooney. Will you please point out in the record where this 
committee—and the hearings of this committee are all taken down, 
and would be taken down particularly with regard to a program such 
as this—where you advised the committee that you were embarking 
upon the Bonn housing program? 

Mr. Wo tre. The question came up just before lunch, and I have 
not had time to dig out the information from the specific records. 

Mr. Roonry. You could not give us the testimony? 

Mr. Wotre. No, I could not. I would like to have an opportunity 
to do a little research work on it. 

I would like to say this, that until last year the principal interest 
on the use of any local currencies was based upon the fact of using 
counterpart funds wherever possible instead of dollars. 

Mr. Rooney. Of course, this committee as well as the State Depart- 
ment Subcommittee on Appropriations, has always exhorted the 








03 


Department of State and HICOG and everybody else to use thes: 
foreign credits. Surely, that is the position of the committee. Was 
the committee informed of such a development, a real-estate develop- 
ment, a building program such as this? That is the question. 

Mr. Wotre. My suggestion to you, sir, is that the High Commis- 
sioner’s office in Germany was one that originated on their own volition 
entirely the submission of a deutschemark budget to the Bureau of 
the Budget and to the Congress beginning in the fiscal year 1951. 

Mr. Rooney. That has nothing to do with it. That was fine. We 
saw the deutschemark budget. We have always discussed deutsche- 
marks here in this committee and how much was and would be used 
in deutschemarks and how much was and would be used in cash. But 
let us get back to the question—when and where did you inform this 
committee that you were embarking on this huge building program? 

Mr. Woure. In the fiscal year 1952 deutschemark budget, sir. If 
| cannot find that in thé hearings, sir, I will be glad to correct my 
statement. I may be wrong, but I am sure it was there. 

Mr. Rooney. I would say that it was not even called to our atten- 
tion to the extent that you now call our attention at page 53 of the 
justifications to the overseas consular building program, wherein you 
propose to expend $5,348,000 on a consular building program with 
exactly 16 lines of explanation, plus the names of seven German cities. 

Now, this is not the way for Congress to appropriate moneys. I 
have not been used to doing it in my time on the Appropriations Com- 
mittee. I will say to Dr. Conant that I am sure he would agree that 
the Congress should not appropriate to the extent of more than $5 
million on a justification such as that. 

Mr. Woure. If I may add, we have all this material here to justify 
this appropriation. I could not get all the justification you requested 
vithin 75 pages, sir, and that is the figure that we have always been 
limited to in the amount that could be used in submitting a budget. 
Behind that we have this entire book of material with us, as well as 
this one, to justify the budget and to insert in the record at any point 
for the committee’s complete review, sir. 

Mr. Rooney. If you want to send this item over to the State, 
Justice, and Commerce Subcommittee, Mr. Chairman, we will 
inspect it for you quite thoroughly. ‘There should be more justifica- 
tion than is shown in this book. 

Mr. Tanger. I think we will have to have more hearings than could 
possibly be developed out of these justifications before we could pass 
upon It. 

Mr. Woure. I would be the first one to agree with you, sir. 


RELIGIOUS EXCHANGEES 


Mr. Rooney. I have one further question. What is the situation 
with regard to religious exchangees in the past year? 

Mr. Boerner. We have a grouping under the leadership category 
called Religious Affairs, which has to do with people who come to the 
United States specifically as religious leaders. It does not include 
all those who may be religious leaders who may come under education 
or women’s affairs, or some other category. We have on this year’s 
exchange program 27 religious leaders. 
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\ir. Rooney. How does that compare with the figure in the previous 
) id ret ? 


Mr. Boerner. Last year it was 23. 
PROPOSED CONSTRUCTION 


\Mir. Passman. Do you have any new construction programs under 
way at this time, or any contemplated for the future, similar to the 
Bonn development that we have just discussed? 

Mr. WOLFE No, sir. There is the consular building program here | 
within the record, and the Bremen consulate and staff apartment of 
i6 under einai [ might add here is just a little bit of the 
additional justification for this program that we did not have room 
to put within the page limitation of the budget. We could present 
this to the committee. 

Mr. Roonry. I am not objecting to the consular building program. 
After seeing what the program is I might thoroughly agree with you. 

um one who believes in using the surplus property credits we have 

herever they are. I would rather have a piece of real estate than a 
credit in a book we are liable to lose, but I think we are entitled t 
know every single detail of a $5 million program. 

Dr. Conant. Can you not add to this justification? We have a 
limitation of space. I assumed that we would have a chance to pre- 
sent a lot more on this program which is just sketched in on this page 
nere. 

Mr. Worn. Certainly. I might say that applies to our thinking 
yi the whole program in the budget. One page is not sufficient for 
any prograin that we have in the justifications, of course not. : 


SIZE OF AUDIENCE OF RIAS RADIO STATION 


Mr. ANDERSEN. Dr. Cann, you previously referred to the RL - 
station. I am intrigued a bit with a short statement on page 34 ¢ 
the justifications. I meant to ask this question previously, but 
neglected to do so. 

Che first paragraph of that justification says: 

Studies on radio-listening habits in the Soviet Zone show that 81 percent of 

e radio audience tuned in to RIAS as their favorite station. 

Just how to you conduct such a study? 

Dr. Conant. That is a question, if I may say so, that I asked of 
Mr. Boerner, because I had the same inquiry. May I ask him to 
réply? He will have to go off the record. 

Mr. Borrner. Off the record. 

Discussion off the record.) 


ConsuLAR PROGRAM 


Mir. Taper. You have in here $411,615 for the consular program. 
The State Department is supposed to have in their bill $795,500 
"he overall figures show a reduction of $76,184 from last year and 
some reduction in the number of personnel. You are proposing 97 
American employees and 144 locals for 1954. How many stations are 
there? 
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Mr. Woure. There are six major consular stations. There is a 
smal] station at Bonn and one at Berlin. 

Mr. Taser. That would mean about 16 in each station? 

Mr. Woure. At Berlin we have four Americans. 

Mr. Taser. You take 8 out of that, that means you have about 
5 Americans apiece for the 6 stations? 

Mr. Woure. That is right. 

Mr. Taser. And you have probably 24 German employees. That 
sounds like a pretty liberal setup for that program. Is that not a 
rather exaggerated buildup? 

Mr. Wotrr. No. In fact, we have just gone through a very exten- 
sive reduction in the program. 

Mr. Taser. That would not be any indication that it is not too 
large, would it? 

Mr. Wotre. -I thoroughly agree with you, but the reason I mention 
the reduction is because we went through this whole program very 
ystematically, and we went over the workload that is involved in 
ach of the consulates at the present time, and there are two things 
particularly that we found: That there is a pretty heavy workload 
in the consulate right at this time; first, under the quota of immigration 
of 26,000 per year, that is the standard immigration quota. 

Mr. Taser. And you have 97 employees. That 26,000 would be 
around 260 a year, which would be around one a day. 

Mr. Woure. That is right. In addition to that they have a very 
arge segment of the American population in Germany which must 
be served. They have a heavy passport problem, a Nee a 
problem. One other big problem, which adds to the workload, 
the adoption of German children. Many of the Armed Forces are 
adopting children. 

Another heavy increase in a number of consulates is the invoice cer- 
tification. For 4 of the consulate offices, for example, they have 
roughly 3,000 consular invoices per month. 

Mr. T ABER. Your organization serves in the place of the Embassy? 

Dr. Conant. Yes, sir. 

Mr. Taner. All that comes through the High Commissioner. 

Mr. Wotre. Then we have the usual visitors’ visas to the United 
States. There is a very heavy workload on that. Then we have had, 
particularly during the last year, through the consular office at Duessel- 
dorf and Hamburg quite a number of economic reports requested from 
various business concerns through the Departments of Commerce and 
Agriculture and Labor during the past vear. 

Also, because of the Armed Forces, we have a surprising number of 
notarial services required. That averages at the rate of about 400 a 
month per major consulate, which of course adds to the work. 

Then, the consulates have quite a problem of crews, seamen; that 
is principally at Bremerhaven and Hamburg. For example, during 
the period of October through March 1, a period of about 6 months, 
133 ships of the American flag came to Hamburg, and 116 into Bremer- 
haven. That, of course, adds a lot of work. That is in addition to 
a number of political and economic reports required over the normal 
consular activities. 

Mr. Taser. The results of a survey made of the State Department 
show that all over the world there was an enormous surplusage of 
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employees in these consular offices. I do not have in my head just 
what that report on Germany showed. 

Mr. Wotre. | am sorry you do not have. 

Mr. Taner. But 1 know that the general average was at least 50 
percent overstaffed. 

Mr. Wore. That is correct. And these teams visited Frankfurt, 
and they not only visited Frankfurt, but their first recommendation 
was a reduction of 8, which would have been about a 15 or 20 percent 
reduction. 

The next day, when they saw the workload analysis that we had 
presented to them, they restored those eight positions. We pre- 
sented substantially the same facts and the very reasons that they 
were using to keep the number of people down to the required number 
to meet the workload. We submitted the report, which I think you 
would like very much to read. In fact, it was used as a sample by 
them in the rest of the consulates that they visited. 

Mr. Taner. You have visited these consulates? 

Dr. Conant. Yes, sir. 

Mr. Taser. Do you really need as many employees as 15 for each 
consulate? 

Dr. Conant. I can only testify on this as to two of the consulates 
which I visited, Munich and Stuttgart. I raised much the same 
question, although at the time I did not go into it in great detail, as 
much as the inspector would have, but my examination convinced me 
that they were, if anything, understaffed. I was amazed myself, 
coming to this work for the first time, as to the amount of work that 
was required by law of the consulates, in the way of all of the things 
they were called upon to do in addition to the reports. 

Mr. Wo.re. Mr. Chairman, the inspectors completed their pre- 
liminary report about 2 months ago at Bremen, and the inspectors’ 
report ended up by recommending the elimination of 2 American 
positions and, I believe, 5 German positions. When he arrived at 
Bonn and went over the program and saw what was planned for this 
next fiscal year, we were ahead of him by 2 Americans and 4 German 
employees. 

Mr. Taser. Why would vou need an average of a little more than 
20 in each of these offices, in the way of German employees; what 
would you have for them to do? 

Mr. Wotrer. They are principally engaged in handling messenger 
work, handling any chauffeur jobs and handling supplies and materials, 
accounts, as well as unclassified local mail. They can handle inter- 
views, and do such jobs as conduct visitors around buildings, and can 
handle a lot of the accounting work, and some of the disbursing activi- 
ties, particularly as related to supplies and materials. 

Mr. Taser. There are 2 or 3 for each American. 

Mr. Wotrer. That is correct. 

Mr. Taser. There may be four in some cases. Offhand it looks 
like a rather liberal allowance. 

Mr. Wotrer. I think you will find it compares very favorably with 
the other consulates in the way of workload handled. We are using 
German emplovees wherever it is possible to do so, in order to save 
American positions, principally because of the difference in the average 
salaries paid, but they can do an awful lot of fact-gathering and can 
do some of the interviewing and some of the checking of the various 
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items that come into the consulates and can handle a lot of the local 
mail. 

Mr. Taser. I do not suppose you have any idea how many con- 
sulate employees we have in France? 

Mr. Wotre. | have in mind the only one that I have visited 
recently, which was in Lyon in the silk district, which does not have a 
very big problem; that is, does not have a big problem of immigration 
visas, and very few visitor visas. Some of the consulates have prac- 
tically no citizenship work. And, as I recall, they had 4 Americans 
and 18 Frenchmen at that office. 

Dr. Conant. I wonder if I could put in a point here about the 
consulates, that struck me as I have gone around, through these 
various stations, particularly as it relates to Germany. Germany is 
a republic and these consulates are located in the cities—I think each 
of the cities is also the capital of one of the independent, somewhat 
independent States, as parts of the Federal republic. Therefore, the 
consul has a job in that connection that is quite different from the 
consuls in other countries that have a centralized government. 

For example, these men work in very close touch with the local 

politicians and statesmen; they have to spend a lot of time in preparing 
reports about the current condition, and the political situation, some 
of which I have seen and which have been quite interesting. It has 
been particularly interesting to me, that the employees and the staffs 
there are in touch with the local groups, and I would think that the 
problem of the consulate function in Germany, becaues of the nature 
of the German Republic would require more work than is found in some 
the other countries. 
Mr. Wore. The workload is much heavier. Actually, there are 
other things at the present time that the consular service has to do: 
One, the Consul General is also the land commissioner, which takes a 
lot of his time. 

| would like to offer to you, Mr. Chairman, a short tabulation 
showing how we determined the workload requirements per United 
States employee and per German employee. 

Then we break that down into the workload factor and authorize 
American and German positions accordingly. 


ol 


AVERAGE SALARY 


Mr. Taser. What is your average salary here? 

Dr. Conant. It is about $5,300. 

Mr. Wotre. That is correct. 

Dr. Conant. In the consular service: it 1 little lower than the 
average. 

Mr. Taser. What is your regular salary picture in the High Com- 
missioner office? 

Mr. Wotre. The average throughout the organization is $6,200. 

Mr. Taser. Table I shows a figure of 1,018 positions for 1954 
$6,430,000, which would mean about $6,350. 

Dr. Conant. Yes. 

Mr. Taser. The salary figure includes the rental and other allow- 
ances that these people receive, | assume? 

Mr. Wotre. That is the net salary which is received by the indi- 
vidual , 
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Mr. Taser. It includes the overseas differential? 

Mr. Woxre. There is no differential for Germany. There is no 
allowance of any kind in Germany. He gets a house, of course, in 
addition to the salary. 

Mr. Taper. He gets a house besides his salary. 

Mr. Wore. That is correct. 


Pusuic AFFAIRS 
OVERSEAS SALARY EXPENSES 


Mr. Taser. We will take up the next item for ‘Public affairs,’’ 
where you have a setup with 238 American positions at $1,629,944, 
which is at the rate of about $7,000 each. 

Mr. Wo.tFre. $6,848, to be exact. 

Mr. Taser. There are also 2,300 German employees, and they 
receive about $1,500 or $1,600 each. Why do you need so many 
German employees for that sort of thing? That would seem pretty 
well exaggerated. 

Dr. Conant. Mr. Chairman, the number of German employees, 
you will see, as you look over this program, line by line, for the 
different positions, the first showing the American group of field 
stations, with a large number of Germans—and I am reading from 
right to left—and second, the information service, and in the field 
offices; those are the people we use largely in the America House 
program, and the bookmobile program. 

Also, we must recognize that the RIAS program includes a rather 
large German group, that we talked about this morning. There are 
a number of German employees in the Berlin operations, where there 
is a total of 600. 

Mr. Boerner. We have a group of German employees working on 
the Neu Zeitung. We have about 700 included in the whole operation 
of the newspaper. 

Mr. Taser. The newspaper is published where? 

Mr. Boerner. It is published at Frankfurt and Berlin. 

Mr. Taser. And is gotten out how often? 

Dr. Conant. Every day. 

Mr. Borrner. Every day except one; it is a 6-day-week operation. 

Mr. Taper. Are there any German papers printed? 

Mr. Borrner. Yes; some 500. 

Mr. Taser. Do they not cover the news pretty well? 

Dr. Conant. Yes; but they are more in the nature of national 
interest papers. We are printing this paper during occupation, to 
present the Rika rican point of view, as I pointed out earlier, which we 
feel is important, as long as we are in this particular status. 


AMERICA HOUSE PROGRAM 


Mr. Taser. What about the cultural affairs? 

Dr. Conant. That, together with the Information Service ties up 
with the America House program, and the material that is presented 
through them under this part of the German program. We have 36 
of these America houses. The number has been cut down a great 
deal. 

Mr. Taser. What are they doing? 

Dr. Conant. The America House program? 
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Mr. Taper. Yes. 

Dr. Conant. First of all, it is a library. As I said in my opening 
statement, the whole public affairs is an open-door program to Ger- 
many. One of the ways of reaching them is through books. ‘These 
libraries are very popular. The interest is widespread. First, it is a 
library; second, there are a lot of pamphlets that are printed, pre- 
senting our point of view; then it is a place where motion pictures are 
shown, where exhibitions are held; and it is also a place where lectures 
are given, and where people can come and enter into discussions. 

The cultural affairs program, through the America House, is a very 
important element in this whole relationship between the American 
troops and the German population. They are situated for the most 
part where we do not have a consulate, and the America House pro- 
gram seems to be very popular, as evidenced by the fact that when we 
want to discontinue one, I have received a great many protests against 
viving up particularly the America House. 


EXCHANGES 


Mr. Taser. Under exchanges you have 11 Americans and 15 
Germans. What do they do? 

Dr. Conant. That is a relatively small headquarters staff. As you 
recall from the statement made this morning, we are spending nearly 
$4 million over there, and these are the people who will carry out the 
mechanics of supervising the setting up of the committees that serve 
vithout pay, and which make the choices and do the screening. 

Mr. Taner. They select the people that are to be exchanged? 

Dr. Conant. Yes, through the German committees, it would be 


the backup group which operates this program. 

Mr. Taser. Then you have the field offices that you talked about, 
including the libraries. 

Dr. Conant. The America House and these mobile libraries. 


AMERICA HOUSE PROGRAM 


Mr. ANDERSEN. Have you had contributions in the way of books 
to the America House program? 

Dr. Conant. By the Germans? 

Mr. ANDERSEN. Yes, or by people in this country. 

Dr. Conant. That has all been under an arrangement by the State 
Department. There have been books, to a large extent, determined 
at least year by the State Department, in running the Information 
Service. Under the new arrangement it will be the new agency, I 
think the cost of the books have been charged to this budget, has 
it not? 

Mr. Wo.re. Yes. 

Mr. ANDERSEN. I had in mind the various societies in this country 
making available books and literature. 

Dr. Conant. I do not think there is a great deal of that. 

Mr. AnNpEeRsSEN. How many German people would you say take 
advantage of the America Houses? 

Dr. Conant. We have had some estimates made, indicating that 
there were 4 million visitors to the America House programs. But 
of course that represents duplications. They have not been 4 million 
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different people, but there have been 4 million visitors, we figure, 
roughly. 

Mr. Anpersen. That would include duplications of visits, of 
course? 

Dr. Conant. Yes, that is right. I do not know exactly how many 
are using them, but I imagine a less number than that are interested 
in the America House program, but that is a very rough estimate. 

Mr. Taser. How many are there in that program? 

Dr. Conant. There are 36, will be next year. 

Mr. Taser. Which would mean approximately 400,000 visits each, 
on the average. 

Dr. Conant. Yes. I was quite amazed at the figures showing the 
large number, but we kept a tally on them, and these are actual 
attendance figures. 

Mr. Taser. That would mean as many as 14,000 a day come to 
these places. 

Dr. Conant. Yes. I have walked through these rooms, and | 
have seen people reading books; I have been there when the place 
was crowded with people, and at other times there are not so many. 
These have been in the populous centers. 

I saw an advertisement in a Frankfurt paper that was quite inter- 
esting, which called attention to a meeting that was going to take 
place, and they gave the location as being one block from the America 
House, which indicated that the America House was one of the points 
which they considered as being one of the more important buildings 
in the city of Frankfurt. 

And, as I say, I have had a number of strong complaints from the 
German people where we had to close up some of these houses, in 
order to keep within the economy program that we have here. 


ADMINISTRATION 


Mr. Taner. “Administration” is next. There you are asking for 
175 Americans, and 1,164 Germans in the headquarters building. 

Dr. Conant. That is right. 

Mr. Taser. That is in Bonn? 

Dr. Conant. That is correct. 

Mr. Taser. Will you give us a brief description of what these 
people do? 

Dr. Conant. That is set out briefly on the next page. This is the 
administrative overhead for the whole operation, and in my review 
I was interested in the percentage this has to the total operation, in 
terms of dollars, and the deutschemark equivalent of it. We have 
got a total, adding all of the things together, of essentially $6 million 
in dollars for the administration of this activity, which covers the 
administration backup, not only of what we are doing here, but 
what we are doing through the consulates and other activities. That 
$6 million for the administration out of a total budget of $34 million, 
with what we take out for construction would amount to about 
18 percent. 

Mr. Taser. Do I understand that you are planning to use some- 
thing like 200 million deutschemarks in connection with the 1954 
program? 

Mr. Woure. No, sir. 


| 
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Dr. Conant. That figure of 200 million deutschemarks—I think 
that was the figure, 200 million deutschemarks, which is the amount 
that is to be drawn down over a period of years. 

Mr. Taser. You gave us, as | remember, a figure of some 276 
nillion 

Mr. Wotre. That was the occupation cost; that is what Germany 
pavs for the support of the military forces, Mr. Chairman. 

Dr. Conant. That is not in here. 

Mr. Taser. That is not in here at all? 

Dr. Conant. No. 

Mr. Wo.re. That is for the support of the military forces, except 
for 5 million per month for the High Commissioner. 

Mr. Taser. What is the $200 million? 

Dr. Conant. That is an asset of the American Government, which 
results from the sale of surplus property to the German Government, 
and that we can draw down according to our agreement with them in 
deutschemarks. The amount now stands at $200 million in deutsche- 
marks. ‘This represents our desire to have you approve the draw- 
down of this amount of this American asset existing in Germany, as | 
understand. 

Mr. Wotre. Yes. 

Mr. Taser. Where is that shown in the justifications? 

Dr. Conant. The deutschemark is simply the arrangement that 
was made, and we are asking authority, or your approval, to draw 
down, to allow us to draw down the asset of the American Govern- 
ment set up in deutschemarks. 

Mr. Witser. What you are asking for is the dollar equivalent to 
be appropriated to allow you to buy deutschemarks. 

Mr. Wotrer. That is merely a bookkeeping transaction. 

Mr. Taner. You propose the expenditure here of $1,735,297, and 
another $4,066,753 in dollars to be converted into de ische marks; 
is that right? 

Mr. Wotret. That is right. 

If I may interpose, this budget, you understand, is merely a book- 
keeping transaction in the Treasury, to provide deutschemarks under 
the authority 

Mr. Taner. I understand that. There is no reduction in your 
Berlin force. 

Mr. Woxrs. Not in Berlin. 

Dr. Conant. That will remain until after the treaties have been 
ratified and we get out. The Berlin staff stays in this same number of 
positions, and I see no prospect of any immediate change in Berlin. 
We have got a job to do there, and we think this is the number of 
people required to do it. 

Mr. Taser. You are staying in Bonn? 

Dr. Conant. Yes; I have an office both in Bonn and in Berlin. 
I travel between the two; I stay in Berlin a part of the time—I have 
been there, I guess, about 20 percent of the time since I have been 
over there, because I regard Berlin as a very important point, and 
while the morale of the people in Berlin is high, still I feel I should be 
there as much as I can to keep it up. After all, it is a very isolated 
place for them. 
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Mr. Taper. I notice an item here of travel. Frankly, that seems 
to have been reduced less than the personnel figures. I wonder why? 

Mr. Wotre. One year it is low and the next year it is a little higher, 
depending upon the amount of travel, and the number of people 
who may be due to go on home on leave during the coming year. 
Of course, you have another problem, which makes 1954 look a 
little peculiar in respect to the 1953, and that is the number of people 
who will be actually traveling on transfer July or August of this year 

Dr. Conant. The thing which surprised me, when I went over 
these things, was the home leave. The figure there is to get these 
people home. Furthermore, the more you terminate the higher the 
figure has to be in the budget. 

Mr. Taser. Would your travel around Germany be in deutsche- 
marks? 

Dr. Conant. Yes, it would. The home leave would not be re- 
flected there. 

Mr. Taser. So that the item which appears in the deutschemark 
column would not only cover travel of Germans but Americans as 
well? 

Mr. Wotre. Yes, sir; all travel within Germany. Even the per 
diem is paid in deutschemarks to individuals, Americans and Germans. 

Mr. Taser. You have only 175 on the roll at the headquarters? 

Mr. Wotre. That is right, sir. 

Mr. Taser. So far as American employees are concerned, you seem 
to have a reduction of 52. That would be about 15 percent. I do 
not know whether you have a corresponding reduction in your travel 
or not. Perhaps you do, 

Mr. Woure. Yes, sir. What we are planning here is that this 
$339,000 takes care of 3 items. First, those individuals being ter- 
minated now who will not travel until July. Second, the home 
leave of people who are continuing over the next 2 years and will be 
entitled to home leave this coming year. Third, the termination 
travel of those who will be terminated next year due to the reduction. 

Then, of course, we have our travel outside of Germany. We 
have some European travel; for instance, the auditors checking the 
books of the combined travel board installations. When they go 
outside of Germany we have to pay in dollars. 


OPERATING EXPENSES 


Mr. Taser. You have an item for operating expenses which is 
increased $55,000. 

Mr. Wo rer. That is correct, sir. The reason for that is that 
under the contractual agreements and after ratification we will no 
longer enjoy the concessional rates we have been getting on the 
railroads in all of Germany. After that the Embassy and consulates 
will have to pay the full train fare. Up to this time it has been about 
one-fourth of the normal train fare. 

That does not apply to the military. They will continue to get 
a concessional rate, although not as great as it has been in the past. 

Mr. Taser. Can you use the railroad into Berlin at all? 

Dr. Conant. Oh, yes. 

Mr. Taser. Or do you have to go by air? 
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Dr. Conant. We can go in. The Germans do not like to use the 
train. In fact, they will not, because the Germans might be taken off 
and they have no recourse. But they will not touch us. As a matter 
of fact, I drove over the autobahn by car, just to show I could do it, 
and to see it. They just checked me at certain points. Some 
Germans do drive down, but it is risky. The Germans do not get 
any place, except by air. The Army runs a courier plane. A lot of 
the people ; go by air. 


PERSONNEL ENGAGED IN ADMINISTRATION ACTIVITY 


Mr. Taser. You have 2,131 people involved in administration in 
this item. 

Mr. Wotre. That is right, sir. 

Mr. Taser. The total number for the entire activity is 6,035. 

In other words, you have better than 35 percent of your personnel 
engaged in administration. That is at least a moderately liberal 
number. 

Dr. Conant. Let me give you one explanation of that. In this 
administration there also appears what I would have called, if I had 
been setting it up, what might be called ‘‘general services” for the 
chauffeurs and people like that. They are in here, and of course they 
swell the numbers up a great deal. They are not administration in 
the sense I would think of it in any other context, as to people who are 
really administering. You have your service personnel in there. 
I do not know how many those amount to. 

At this point I will let Mr. Wolfe pick it up. 

Mr. Wotrsr. Our total general services that you have on the German 
side I would say are heavy. Sixty to seventy percent of our German 
personnel are engaged in providing services to not only people in 
administration but. to public affairs and consular affairs and other 
programs. For instance, included in that figure is the number of 
Germans required to operate our housing project; to run the heating 
plants and take care of maintenance and operation of them. It 
includes all the people required in our warehouses, to ship the supplies 
to the various field offices, and requisition those supplies, and get 
them in; buy them, warehouse them, and distribute them. It in- 
cludes people, both American and German, required in the handling 
of all of our communications. 

One point I would like to call to your attention particularly in 
thinking of the administrative cost versus the total cost of the program 
is that of the 243 Americans we have in administration 107 alone are 
required in the field of communications. That is the code clerks, 
teletype operators, couriers et cetera. They, of course, must be 
Americans in order to handle classified material. 

Included in this budget is the total cost of handling all communica- 
tions within Germany for the program. 

Dr. Conant. Do you know how many Americans offhand you have 
in that communications service? 

Mr. Wotre. One hundred and seven. 

Dr. Conant. You have 243 Americans there. They are taking 
care of, you might say, 1,000 Americans, to use your analogy, Mr. 
Chairman. But if you will subtract from that these people who have 
to handle the communications, you are down to 136. I would think 
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one way of looking at it is that you have 136 Americans administering 
for 1,000. I think 14 percent is not an unusual overhead for any 
establishment which is of any size. 

Mr. Wore. There, again, we, of course, use German personnel 
wherever we possibly can in lieu of American personnel. 

Administration, | should also say, covers the entire fiscal setup, 
with all the accounting, auditing, and disbursing. This $39 million 
goes through the 1 fiscal office. It handles the external auditing, 
the business-type ¢ ieee of Neue Zeitung, RIAS, and other things. 
It handles all the procurement and supply, regardless of where it 
originates. 

ConsuLarR BuiLtpine ProGramM 


Mr. Taner. We will go on to the consular building program. 
What do you have to say on that? 

Dr. Conant. May I make a statement about that? 

Mr. Tarmr. Yes. 

Dr. Conant. Originally that was not in this budget at all, as I 
understand it. This was a $19 million proposed building program 
that had been programed before I took over, and took care of a good 
deal of the staff housing and office buildings, and seven new Amerika 
Hauses. This was all to be presented, as I understood it originally, in 
a separate building program. That has been already reviewed by one 
committee of this Congress, and has been reviewed by the Bureau of 
the Budget, and here within a short time we were told, “All you can 
have is $5 million, approximately, of deutschemarks to draw down, 
and it is to appear in this budget here.” 

This is a decision from the Bureau of the Budget, as I understand 
it, that it will be cut this amount. 

As has been pointed out, the justification of it here is just a really 
statement of it. 1 would say that in the elimination of this other 
program, this sudden cutting back of it, there have been political 
repercussions of which I spoke in my first statement. 

Mr. Taper. Is this a proposal to build 1 consular building, 2 
consular buildings, or 6 or 7 consular buildings? 

Mr. Wo.rr. it is a proposal to build an office building at Bremen, 
Dusseldorf, Frankfurt, Munich, and Stuttgart. 

Dr. Conant. And housing at Hamburg. 

Mr. Wotre. Housing at all those places, plus Hamburg. 

Mr. Rooney. Is it contemplated that under the drastic cut in the 
State Department some of these consulates would have to be closed? 
Mr. Wourr. Not so long as we get the $2,300,000 in this budget 
from the “Salaries and expenses” appropriation of State Department. 

Mr. Rooney. That is exactly what I am talking about. You can- 
not contemplate closing the consulates? 

Mr. Wo tre. No, sir. 

Dr. Conant. If we close some consulates we are really in trouble. 

Mr. Wourr. I might say, sir, even if we close the consulates we 
would have to keep this going in some way. ‘The consul general is 
also the Land Commissioner as well. He is an occupying authority. 

Dr. Conant. Until the treaty is consummated. 

Mr. Taser. You have office buildings and housing proposed at five 
separate places. What do you have presently in Berlin? 
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Dr. Conant. In Berlin we are not asking for new construction. I 
do not know why they put that there, except to show there was not 
any. 

FACILITIES AT BREMEN 


Mr. Taper. What have we at Bremen now? 

Mr. Wo tre. It is under construction. If you will look in the 1953 
column, at the top of the page, sir, there is $2,207,000 which is to be 
used for the consulate office building and apartment house that is now 
under construction at Bremen. 

Mr. Taser. That will be taken care of out of the $2 million figure? 

Mr. Wotre. That is right, sir. That will complete Bremen. 


DUSSELDORF 


Mr. Taser. What do you have at Diisseldorf? 

Mr. Wotre. At Diisseldorf we are in requisitioned property en- 
tirely at the present time. Diisseldorf is going to be an extremely 
diffic ult place to secure housing. Our surveys showed there we would 

lave to grant allowances in the neighborhood of $1,200 for a bachelor 
and $2,100 for a family in order to get any kind of housing whatsoever. 

Mr. Taspr. How do you operate now? 

Ir. Woutre. Under requisition authority, sir. 

Mr. Taser. For both housing and offices? 

Mr. Woure. Yes, sir. 

Dr. Conant. This problem arises, if I amy emphasize it, due to the 
fact that when the treaties are ratified we, the civilian group, can no 
longer have requisitioned houses or office buildings. We have to find 
them or rent them if we can. In some of these places they are practi- 
cally nonavailable because of the whole housing shortage. Duessel- 
dorf is the center of this great industrial development in the Ruhr. 
It is not the center, but very close to it. 


FRANKFURT 


Mr. Taser. Do you have an office building at Frankfurt? 

Mr. Wotre. We own the housing at Frankfurt. This provides only 
an office building at Frankfurt. 

Mr. Taser. How much is involved? 

Mr. Woure. In Frankfurt there is $130,000 equivalent for the 
office buildings, $30,000 for architectural fees, $60,000 for furnishings, 
$17,000 for telephone equipment, and $21,000 for contingencies. 

Dr. Conant. I think all this should go into the record here, if you 
want it, or at least it should be available to your committee, because 
that is in somewhat more detail as a justification; certainly much 
more than this. 

DUSSELDORF 


Mr. Taser. Do you have the details on Diisseldorf? 

Mr. Wore. Yes, sir. It runs approximately the same. 

At Diisseldorf it is $547,000 for the office building and $279,000 
for the apartments, which is to provide 21 apartments, furnished. 
It includes the land. 

Mr. Taser. It is a little cheaper at Diisseldorf than at Bonn. 
At Bonn the average cost was $33,000, and here it is somewhere in the 
neighborhood of $12,000 or $13,000. 
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Mr. Wiiser. About $12,000, Mr. Chairman. 
Dr. Conant. May I speak off the record, sir? 

(Discussion off the record.) 

Mr. Roonry. May I inquire, Mr. Chairman? 

Mr. Taser. Surely. 


LIMITATION ON SIZE OF QUARTERS 


Mr. Roonsy. Who laid down the 571 square-feet limitation? 

Mr. Wourr. This stipulation was given to me by the Bureau of the 
Budget, I understand, that our limit, including all hallways, service 
areas, and all is an average of 860 square feet per apartment. 

Mr. Rooney. Did that emanate directly from the Bureau of the 
Budget? 

Mr. Wotre. Yes, sir. 

Mr. Wixzer. They secured that from the Housing and Home 
Finance Agency, Mr. Rooney, and have adopted those actually in the 
development of domestic standards. 

Mr. Rooney. Excuse me for interrupting, Mr. Chairman. 

Mr. Taser. That means you are not going to have any more liberal 
quarters over there than the fellow who lives in one of these housing 
projects gets; is that it? 

Mr. Woutre. He is going to have far less. 

Mr. Taser. Less? 

Mr. Woure. Oh, yes, sir. He is going to have, in Diisseldorf as an 
example, where we had planned on a 1-bedroom place of 1,100 square 
feet, only 571. In a 2-bedroom place, where we had planned on 1,300, 
he gets 840. On a 3-bedroom place, where it has been planned for 
1,800, he gets just 1,000. 

HAMBURG 


Mr. Taser. What are your figuces for Hamburg? 

Mr. Wore. For Hamburg, sir, we have the office building there. 
We are planning 21.apartments at the same rate, $279,000, including 
land and furnishings. 

Mr. Taser. You are squeezing them down just the same there 
as you did at Diisseldorf? 

Ir. Wotre. Yes, sir. 

Mr. Taser. How urgent is the need at Hamburg? 

Mr. Wotre. In Hamburg it is urgent to this extent: We have been 
able to get an acceptance from the owner of one uait of housing after 
almost 2 months of activity by the Consul General there trying to find 
something. That one unit of housing is where the owner agrees to 
rent for 5,000 deutschem: wks per year, which is not bad, but only : 
provided he gets 3 years’ rent ia advance. That is how successful we 
have been in getting any kind of housing up to this time. 


MU NICH 


Mr. Taner. Next you have Munich. 

Mr. Wotre. Yes, sir. 

Mr. Taner. What is the story there? 

Mr. Wore. At Munich we plan 73 apartments at a total cost of 
$970,000. That, of course, is not only the consulate housing but for 
the Americans for the Voice of America project working out of there. 
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Mr. ANDERSEN. What has been the practice where you requisition 
housing? Do the owners get anything out of that? 

Mr. Wourer. Yes, sir. 

Mr. ANDERSEN. Just what happens? 

Mr. Wore. There has been, of course, no requisitioning at all 
during the past 4 years. That was stopped completely in July of 
1949. But they have always received a rental. That rental is paid 
on a prewar rent control. So consequently they are receiving a fairly 
modest rent. 


ne We have always left that problem to the German Government. If 
ce they wanted to increase the rentals then, of course, they had to 

increase the occupation cost budget as well. Consequently there has 
16 been very little increase in rent. 


Mr. Taser. How much did you say the Munich office building 
would be? 
1e Mr. Wotre. The Munich 73 apartments are $970,000, sir. 
1e Mr. Taber. You have 21 apartments there? 
Mr. Wotrs. No, sir; that is 73 apartments in Munich. 
Mr. Taner. How much is the office building? 
al Mr. Wo.re. The office building at Munich is $858,000. All of 
f course, is in deutschemarks. 


1g this, ol 


STUTTGART 


wn Mr. Taser. You have an average cost of something like $13,000. 
re What is the story on Stuttgart? 

() Mr. Woure. At Stuttgart there is an office building at a total cost 
“ of $725,000. There are 21 apartments. 


Mr. Taner. What is the housing in Stuttgart? 

Mr. Wotre. The housing in Stuttgart is 21 apartments, $338,000. 
The principal reason for the increase there is the very high cost of land. 

Mr. TaBer. That is $16,000 a unit. 


e 
io COST ANALYSIS OF BUILDING PROGRAM 
” Mr. Wo tre. I| will insert this whole sheet in the record if I may. 
Mr. Taper. Yes, I think we should have it all in the record at 
this point. 
The information is as follows:) 
nD : 
or FOREIGN BUILDINGS OPERATIONS, DEPARTMENT OF STATE 
a I IMATED COST ANALYSIS OF NEW CONSULAR/AMERICA HOUSE PROGRAM, BASED 
ON $7,655,000 ALLOTTED BY THE BUREAU OF THE BUDGE’ 
LV Nore.—On May 25, 1953, the Bureau of the Budget allotted $7,655,000 for the 
re revised Consular/America House program with the understanding that all costs 
ior to Mav 25 should be deducted from this sum Such costs include contracts 
already let (Bremen consulate and staff housing), all land purchases, all architect’s 
d engineering fees, telephone equipment and administrative costs. 
hese previously incurred costs amount to $2,163,235 of which $999.763 is 
chargeable against the consulates and $1,163,472 is chargeable against staff 
j ing. 
lhe Bureau of the Budget broke down their allotment of $7,655,000 as follows 
nillion for consulate, $3,285,000 for staff housing, $317,000 for excess sites, 
yf 
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Relative size of apartments in square feet 


1 bedroom 2bedroom | 3 bedroom 
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Mr. Taper. Are there any questions on the consular building 
: 9 7 
ogram ‘ 
ORIGINAL BUILDING PROGRAM 


Mr. Davis. Who originally proposed the $19 million program? 

Mr. Woure. I did, sir. 

Mr. Davis. How far did that go? 

Mr. Wotre. Only Bremen was started. Only the office building 
and 16 apartments at Bremen were started. Of course we had to go 
through with that. 

Mr. Davis. Was the proposal approved? Who would have to 
approve it? Is that the State Department or the Bureau of the 
Budget? 

Mr. Wotre. The program was approved by the State Department 

nd was well started. The Bureau of the Budget was advised and 
informed that we were using deutschemarks for this purpose. 

| might say that within the $19 million program there were whole 
units cut out; namely, 7 Amerika Hauses, 6 principal officers’ residences. 
Those were just eliminated from the program. ‘The program origi- 
nally called for a higher number of apartments. It is now based on 
he estimated number of personnel that we will have in these various 
cities in 1957. Then, of course, the size was considerably reduced. 
On furnishings the limitation of $600 for furnishings was placed on 
the 


PROGRAM ON INFORMATION CENTERS 


\Ir. Davis. As to these so-called Amerika Hauses, do we have any 
program similar to that in any other country? 


Mr. Boerner. I do not know what the situation is in other coun- 
tries, but it is like the program in other countries, yes. It is a world- 
wide United States information. 

Dr. Conant. You are not speaking of the building program, but 
you are speaking of the whole outfit? 

Mr. Davis. Yes. 

Dr. Conant. We have information centers. They are called 
\merika Hauses in Germany because of the German situation. They 

re developed for the reasons I have explained earlier, as part of 
this whole public affairs program, which I think is very special in 
Germany. 

lhe British have similar houses. They call them Briicker (Bridge). 
| do not know what the French call theirs. 

Mr. Boerner. Cercle Francais. 

Dr. Conant. They have them, too. It is a part of the occupying 
power theory, opening the doors and having these centers and having 
he library and so on. When did that first start? 1946 or 1947. 

They are information centers, but on a German plan because of the 
special German situation. They are libraries, or they might be 
alled that, I suppose, in some places. Dr. Johnson would know. 
They are American libraries. 

Mr. Davis. Do we have something similar to this in other countries? 

\lr. Woure. Yes, sir. 

Dr. Conant. Slightly similar. I still want to emphasize the par- 
ticular German situation. 





Dr. Jonnson. We have a special problem in Germany, but we do 
have centers in South America and all around the world. 

You might be interested in this, Mr. Davis. The Russians have a 
center in Vienna. I heard the other day on good authority—I cannot 
recall whether it was Dr. Conant or somebody else who told me 
that we were getting about 40 times as many people coming to our 
centers in Vienna as were coming to the Russian Center. 


CONSULATE ESTABLISHMENTS 


Mr. Davis. Did we have consulate establishments in each of th 
cities listed on page 53a of the justifications, which we have just 
discussed, prior to World War II? 

Mr. Wo tre. Yes, sir. In addition to that we had consulates at 
Leipzig, and one other place in the Eastern Zone. 

Dr. Conant. If I may, I would like to emphasize again that these 
separate States—the ones with capital cities where we do not have the 
consulates—feel very much out of it. They represent the capitals 
in all of these separate States. From the point of view of the Ger- 
mans we are deficient in our consulate program, but I gave them no 
hope. 

On the Amerika Haus and the whole program, and why it is different 
here and has developed as a special program, there is one thing I did 
not mention, which has been suggested would be interesting. It has 
been estimated—I do not know where they get this figure; I do not 
gvuarantee it—that the amount of Russian propaganda being poured 
into Western Germany by one method or another has been estimated 
into the hundreds of millions of dollars. I do not know where they 
got that figure. 

Mr. Boerner. That is Communist propaganda. 

Dr. Conant. Communist propaganda. 

Mr. Borrner. The public budgets of all the States in the Soviet 
Zone plus the Communist Government budget for propaganda in the 
city of Berlin runs about 800 million deutschemarks, or somewhere 
between $100 million and $200 million. 

Dr. Conant. In a sense that is what we are fighting. 

Mr. Davis. That is all, Mr. Chairman, 


OversEAS NONSALARY EXPENSES 


Mr. Taner. We will take up next the so-called nonsalary items 
Table VI of the justifications shows a total request of $7,444,771 for 
1954, as against $9,376,396 for 1953. 

There is a “Travel” item of $1,878,676, of which $469,823 is 
deutschemarks. The deutschemarks part is for local travel in Ger- 
many, I suppose. 

Mr. Wo.tre. That is correct. 

Mr. Taser. The dollar portion is for transfers and home leave, 
and that sort of thing for the American employees? 

Mr. Woure. Yes; that is home leave and separation travel of thos: 
who are going home, and terminal travel and transfer travel. 

Mr. Taser. How is that broken down? 

Mr. Wotre. The ‘Appointment travel’ —that is, new arrivals and 
transfers—is $588,080. “Separation travel,” for people who are 
actually separated, $366,865; and “Home-leave travel,’ $384,408. 
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Mr. Taser. How about administrative travel? 

Dr. Conant. That is mostly in deutschemarks, because it is travel 
around to governmental activities, as 1 understand, the administrative 
travel. 

Mr. Woure. You understand this nonsalary item of $7,444,000 
has been distributed throughout the other large projects of consular 
affairs, public affairs, and so forth. It is put all in one place, in non- 
salaries, to avoid a repetition of the same type of justification through- 
out the presentation. 

Dr. Conant. But this is really the whole thing. 

Mr. Wo tre. It is all in here 

Dr. Conant. And it is broken out that way. 


COMMUNICATIONS 


Mr. Taser. Then you have an item for ‘‘Communications.’’ 

Mr. Woure. Yes 

Mr. Taser. The dollar budget of $127,500 seems to be double 
what it was for the current fiscal year. 

Mr. Wo! FE. Yes zeal is what we were discussing yesterday, 
because at the end of the ratification, all of the concessions granted 
to the Government sha occupation are eliminated and we will pay 
the full rate. 

Mr. Taper. That would increase your deutschemarks, but it 
should not increase the dollars required, should it? 

Mr. Wourr. Yes, because all of our international activities must 
ye paid in dollars 

Dr. Conant. There have been concessions, in reduced 
long as we were in an occupying status. 

Mr. Wore. That is right. For example, we will pay a big increase 
in postage, and the deutschemark cost will be up for the amount we 
pay in postage within the bounds of Germany. We must pay dollars 
if it is international, and deutschemarks if it is local. 


rates, as 


SUPPLIES AND MATERIALS 


as 


Mr. Taser. The ‘Supplies and materials” item is not quite 
much as it was this year 


Mr. Woure. No. 


OFFICE FURNITURE AND EQUIPMENT 


Mr. Taser. Under “Office furniture and equipment’’—that is 
down a little, but with the declining personnel it would hardly seem 
that you would need to buy anymore. 

Dr. Conant. There is quite a story connected with that, so it 
seems to me, the first time I saw this item; and I am going to ask 
Mr. Wolfe if he would mind explaining it to you, because it was 
interesting to me. 

Mr. Woure. Under the contractual agreements, again, there is a 
clause which says that on October 1, 1953, or the date of ratification, 
whichever is later, the Allied Powers must make an arrangement 
to purchase or to rent all of the movable equipment in their possession, 
or that they want to continue to use after that date. 
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The money here is for the purchase of equipment, no more than 
the amount required to purchase the equipment that we have at the 
present time, although it was purchased from occupation costs. 
The equipment has been purchased over a period of time from occupa- 
tion costs, and under the contractual agreements, when they are 
ratified, we have agreed to either purchase the equipment or pay the 
rent on that equipment after that date. 

Dr.Conant. That comes up particularly under an item of mine, 
when we come to the purchase of motor vehicles, wherein we want 
to buy several motor vehicles in the coming year; the same story 
applies there. 

Mr. Wotre. The same story; yes. We must purchase or pay rent 
for them as a part of the contractual agreement. 

Mr. Taser. You made agreement with them to buy the used stuff? 

Mr. Woxre. We bought it all from occupied costs, and it was 
bought originally from German funds, and since it was German funds 
we must pay the Germans for it. At the ratification of the contract 
we must purchase, of course, at a depreciated value or at the re- 
duced value. 

Mr. Taner. Does that mean that you are going to buy some second- 
hand cars? 

Mr. Wotre. In some cases, but wherever we buy a secondhand 
article we will buy at the secondhand price. 


PURCHASE OF MOTOR VEHICLES 


Mr. Taser. What sort of cars are these? 

Mr. Woure. They are German-made cars. 

Mr. Taser. Made since the war? 

Mr. Wo tre. Yes, sir. ° 

Mr. Taner. How many cars are involved? 

Mr. Wotre. We have 488 vehicles of all types. <A few of those 
are American cars; the rest of them are German; a very few are Amer- 
ican cars. 

Mr. Taner. There is a discussion on page 71 of the justification 
with respect to purchase of motor vehicles. 

Dr. Conant. And page 72 gives the maintenance and operations. 

Mr. Wore. One hundred and fifty nine German-built, new cars, 
passenger cars, and 61 new trucks. In this particular case of the motor 
vehicles, we will undoubtedly find that it would be a poor investment 
to pay out, say, 3,000 deutschemarks for a secondhand car that may 
be 2 years old or older, and instead we would put out, say, 4 or 5 
thousand and buy new cars in their place, and then turn the others 
in, not even to the Germans, nor even continue to use them. 

Mr. Taner. I think we might put in the record page 71 of the 
justification. 

(The statement referred to follows:) 
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Overseas general operating expenses— Purchase of motor vehicles 


| | 

| 

| nbees ro | Estimate, Estimate, 
Actual, 1952 | 1953 1954 


Increase ( 
or 
decrease ( 


ollar obligations ; $3, 600 +-$3, 600 
Dollar value of deutschemark obligations 535, 000 +535, 000 


rotal obligations 3, 02! 538, 600 +538, 600 


Purchase of motor vehicles, $538,600.—No purchase of American-made vehicles 
is contemplated in fiscal year 1954 except for replacement of one limousine. 
The deutschemark requirements will allow purchase or replacement of some of the 
German-made vehicles now in use, which were procured from occupation costs. 
These requirements provide for the purchase of: 

a) 159 new German-built passenger vehicles; 

b) 61 new trucks. 

The balance of the occupation cost-procured vehicles will be returned to the 
Federal Republic. Upon completion of this vehicle purchase program, a total of 
188 vehicles will be in use by the mission in Western Germany and Berlin, includ- 
ing public affairs program vehicles, compared with a 903 level for January 1953 
and 1,545 level at the close of 1951. 

Mr. Tarer. Are you buying any new cars? 

Mr. Wo.rer. We asked for a new car to replace the Ambassador’s 
car. 

Dr. Conant. That is the only one, the only car we will buy. 

Mr. Wotrer. That is the only American car we are asking for. 

Mr. Taner. How old is that car? 

Mr. Wotre. It is a 1949 model. 

Mr. Taner. What make is it? 

Mr. Woure. A Cadillac. 


MAINTENANCE AND OPERATION OF MOTOR VEHICLES 


Mr. Taner. Under “Maintenance and operation of motor vehicles’ 
you have quite a considerable item in dollars. 

Mr. Woure. Yes. All of our gasoline, oil, and petroleum products 
must be purchased out of dollars. We buy that through the Army, 
and get a much reduced rate. If we bought it on the German market 
we would have to pay a higher rate. We pay 18 cents a gallon for 
gasoline, which we buy through the Army. We would have to pay 
between 35 and 40 cents on the German market, even tax-free, in 
deutschemarks. 

Mr. Taner. That would be close to $1,000 a piece for their operation. 

Mr. Wotre. The total cost per vehicle is $1,055; that is correct. 

Mr. Taser. That includes chauffeurs, does it not? 

Mr. Wotre. Yes. 

Mr. Taser. How many chauffeurs do you have? 

Mr. Woure. Chauffeurs, including the ones for all the trucks, about 
100. 

Mr. Taser. Almost one for every car? 

Mr. Woure. Not quite every car, but 400 out of 488. 

Mr. Taper. It would hardly seem as if you would need a chauffeur 
for the local travel of most employees. You might need one for the 
High Commissioner and yourself; but you would not for all the others. 

Mr. Wotrs. No. It is not a question of these vehicles being in a 
pool, but the chauffeurs are required to work, in many cases, to 
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provide 24-hour service, and in case of emergency of any kind you have 
to have more chauffeurs. 

Mr. ANpeRSEN. The chauffeurs are paid in deutschemarks? 

Mr. Wotre. Yes. 

Mr. ANDERSEN. How much are they paid? 

Mr. Wotre. The average pay is about $75 per month. They are 
paid in deutschemarks. 

Mr. ANpreRSEN. That would be approximately $18 a month? 

Mr. Woure. $75 in dollars, or about 300 deutschemarks. 

The average cost of operating passenger vehicles is running for 
passengers cars around 5 cents per mile; trucks average 7% per mile, 
total operating costs, gasoline, oil, chauffeur, repairs, and so forth. 

Of course, the number of vehicles involved here is larger because 
of the number used in such things as the Neue Zeitung, the daily 
newspaper, and the number used in RIAS. 

Mr. ANDERSEN. What percentage of his time would you say the 
chauffeur is actually working? 

Mr. Wourer. I would say that the actual driving time, Mr. Ander- 
sen, would average 6 hours or 614 hours out of the day, that is, actual 
time, and between an hour and a half or two hours either waiting for 
the passenger or for the cargo or waiting at the motor pool. 

Mr. Taper. You have a total of 1,018 American positions. That 
means a car for every 2% people. Maybe you need cars for some of 
them, but not all. 

Mr. Wotrr. No. I would say, particularly those used in the Neue 
Zeitung, for RIAS, and the American House operations, they are used 
for transportation of cargo, transportation of the German reporters 
of the press, and the radiomen. If you divide the mileage up, | 
would say that 70 percent is for cargo and German employees, and 30 
percent is for American employees. 


AUTOMOBILES FOR EMPLOYEES 


Mr. Taser. How many automobiles do you provide for employees? 

Mr. Wo.tre. We provide automobile service only to those on 
official business. We have nine vehicles that are assigned to the 
principal officers; the Ambassador, the Deputy Chief of the mission 
and the office directors, and one to the principal officer at each con- 
sulate. The vehicle operation is very tightly controlled and is used 
for official business only. We discontinued a long time ago a lot of 
things that we were doing, such as taking people to work at a time 
when public transportation was so bad. That has all been dis- 
continued. As you will notice, 2 years ago we had 1,500 vehicles. 
That number has been reduced to the present time to 488, and there 
will be a material reduction in the number of vehicles during the 
coming year, particularly when the occupation status ends. 


MISCELLANEOUS CONTRACTUAL SERVICES 


Mr. Taser. You have quite an increase under ‘Miscellaneous 
contractual services.”” What does that cover? 

Mr. Wotrs. The principal item is for the nonsalary expenses for 
contractual services to employees when the boards and commissions 
come into being under the contractual agreement, after it is ratified. 
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Now, of course, if ratification does not occur during this coming 
vear that amount would not be needed; but that is principally for the 
boards and commissions after ratification, wherein we have agreed 
to pay one-sixth of the expense of the boards and commissions. 
United States, Britain and France, each paying one-sixth, and the 
Federal Republic paying one-half. That will be used for the support 
of these boards and commissions. You will notice that item alone 
is $400,000. 

Mr. Taper. I think we had better have the last pargaraph on page 
75 put in the record. 

(The statement referred to follows:) 

Boards and commissions ($400,000).—Quadripartite agreements are being ne- 
gotiated for the establishment of common funds to support the international 

which are to be created under the terms of the contractual agreements. 
e bodies include: Arbitration Tribunal, the Arbitral Commission, the Mixed 
Board for War Criminals, and the Board of Review on Decartelization and De- 

neentration Affairs. The common funds, of which the United States will pay 
one-sixth (the British and French each one-sixth and the Federal Republic one- 

'), will be used for all administrative support and operating costs for the inter- 

ional bodies, including such items as salaries of maintenance employees and 


tal and maintenance of premises, the salaries of all neutral employees, and 

vel and subsistence allowances. The amount in fiscal year 1954 represents a 
full year’s operation and initial expenses related to the establishment of the 
programs. Estimates are as yet approximate, since actual costs are unknown 


LIBRARY PURCHASES 


Mr. Taser. Library purchases: That is not much of an item, but 
little more than it was last year. 
Mr. Woure. That is all for reference libraries, and particularly 


l 
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he legal libraries that we must have during this coming period. 

5,000 of our books were actually requisitioned from the German 

Government, and those we have agreed to return. Those books must 

replaced in order to keep our legal library going during the coming 

ar. It was not a question of the books being owned by the German 

Government; they are owned by individuals, and politically it certainly 
s desirable to return them. 


MEDICAL EXPENSES 


Mr. Taner. You have an item for medical expenses which seems to 
have increased. 

Mr. Wourr. Yes. 

Mr. Tasrr. What does that cover? 

Mr. Wotrer. That covers the hospitalization of the employees, not 
lependents, but the employees in Germany. It covers the hospitali- 
zation of American employees who may be injured or sick and have 
to be returned to the States. And it includes a small travel item for 
those people. 

The other item you see again is for the medical and supplies equip- 
ment for the health units at the Embassy, and the consulates again 
that is medical equipment purchased out of oce upation costs and paid 
for by the Germans, and we must now purchase that on a depreciated 
value rate. 

Mr. ANperseN. They were not charged against the deutschemark 
ind, but they came out of the cost of occupation. 
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Mr. Wo tre. That is correct. 

Mr. ANDERSEN. So, in reality, our taxpayers have never paid for 
them previously. 

Mr. Wore. We have not. 

Dr. Conanr. It is just like the other items we were discussing. 

Mr. Taser. Do you have German doctors? 

Mr. Wo.re. We have two German doctors, and several German 
nurses. We have no American doctors except at Army hospitals. 
And I must say that from personal experience, in the last few months, 
the hospital at Bonn has excellent German doctors. We have made 
quite a saving in the operation of the health program in the examina 
tion of employees, and in the day-to-day treatment of the sick em- 
ployees who do not have to go to the hospital. 


SCHOOLS FOR DEPENDENTS 


Mr. Taner. There is an item for Dependent School here, which 
involves about $60,000. What is that? 

Mr. Wotre. Since the beginning of occupation, the Congress has 
appropriated funds to the Army and to the State Department in 
Germany to operate American schools. The average is $240 per pupil. 
I might say here, if | may, that I had anticipated a reduction in this 
item, but the number of children per family has greatly increased over 
the past year. We are now getting employees with 3 or 4 children, 
whereas we used to get them with 2 children. 

Mr. Taser. How far do these schools carry the pupils? 

Mr. Woure. Through the elementary grades. 

Mr. Taser. Not into high school? 

Mr. Wotre. Not into high school; no. 

Mr. Taser. How many of your employees are married to German 
girls? 

Mr. Wo.tre. None—well, I will make 1 or 2 exceptions. 

Mr. Taser. I- mean American employees. 

M-:. Wotre. No. I want to make 1 or 2 exceptions, to be sure that 
I am answering the question completely: We do have 1 or 2 em- 
ployees whose wives were German-born, but who have been naturalized 
and have been American citizens for years. 


OVERSEAS BUILDING OPERATING EXPENSES 


Mr. Taser. Building operating expenses seems to drop a little; 
that is in deutschemarks. 

Mr. Wo tre. Yes. 

Mr. Taser. What does that include? 

Mr. Wotre. It means two things: One, again, assuming ratifica- 
tion the first of October, we must pay from our own funds the cost of 
the rental. Second, it means that there is a reduction because we 
have a good bit of Government-owned housing in Bonn and Frankfurt, 
and we can maintain that at an average cost of about $600 per em- 
ployee, whereas for rental quarters we must spend an average of 
$1,525 per employee. 
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REPAIRS TO BUILDINGS AND HOUSEHOLD EQUIPMENT 


Mr. Taser. Repairs to buildings and household equipment; 
that is also deutschemarks? 

Mr. Wotre. Yes; that entire expense is in deutschemarks. 

Mr. Taper. Is it going down in proportion to personnel drop? 


Mr. Wo tre. Yes. 
PURCHASE OF HOUSEHOLD EQUIPMENT 


Mr. Taser. The purchase of household equipment seems to be 
quite an item. It would seem that you should have enough on hand 
to meet your needs. 

Mr. Woure. That is the same problem, exactly, out in the consu- 
lates, where we have done no construction. We must purchase that 
equipment from the Germans; originally it was purchased from occupa- 
tion costs. 

Mr. Taser. There is nothing in the budget for land and structures. 

Mr. Wotre. No. 


REPRESENTATION ALLOWANCES 


Mr. Taser. For representation allowances, you have $30,000 in 
dollars, and $45,000 in deutschemarks. What does that cover? 

Mr. Wotre. That is allocation of representation allowances to the 
High Commissioner, his principal officers, and to all the consuls gen- 
eral, and their staffs, throughout Germany. There are roughly 250 
individuals on the High Commissioner’s staff entitled to representa- 
tion allowance, naturally in varying degrees. 


That is particularly important, and has been particularly impor- 
tant during the last 2 years, and will be for the coming year. This 
is an item on which Dr. Conant could speak concerning the number 
of Germans and others who will be entertained at the residence of 
the Ambassador. 

Dr. Conant. I think quite rightly we entertain the Germans 
who are in positions of importance in the Government. We come 
to know them better, and, of course, it becomes possible to do that 
by having representation allowance. 


CHAUFFEURS 


Mr. ANpERSEN. I would like to ask one further question with 
respect to the 400 chauffeurs. They are scattered, as I understand 
it, among the various installations throughout Germany? 

Mr. Wotrn., In about 48 locations. 

Mr. AnperseNn. And you have various consulates in Germany? 

Mr. Wotre. Yes; and that includes mechanics, as well. 

Mr. ANDERSEN. The 400 includes mechanics necessary for main- 
taining the particular car? 

Mr. Wotre. Yes. 

Mr. ANprersEN. Where does all of that travel come in? 

Mr. Wotrer. I can give you a half dozen examples, Mr. Andersen. 
First, let us take public affairs; there is the travel of the reporters 
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and the distribution people involved in the Neue Zeitung. Also, 
the vehicle is involved in the distribution of motion-picture films. in 
going from town to town. 

A number of vehicles are involved in radio RIAS. For example, 
they have to make trips about town. 

There are a number of passenger cars at the 36 America House 
locations, that is, where you have few key Germans, and men working 
in connection with newspapers, and various other organizations, and 
sometimes it is necessary to bring people in to the public affairs office; 
also in the court system is another example, where there is a consider- 
able amount of travel by the judge, who does not sit at one place 
He has to travel, each judge has to travel to about four different 
locations. 

It also involves giving some transportation to officers of the German 
Government, the prosecuting officer, around the city, and at isolated 
places, as a main part of the military security, there would be some 
travel, say, between Coblenz and Bonn in carrying out business. 

And in the consulates: The Consul has to get out in the district, 
whether it be on economic activities or political activities. In other 
words, he cannot do business by sitting in the office. He has got to 
get around. 

Then there are some isolated locations where they are also used to 
haul people to and from work, where there is no public transportation. 


EMPLOYMENT 


Mr. Taser. The table on employment indicates that the number of 
American employees on the Ist of May was below the figure for the 
current vear. 

Mr. Wotre. That is correct, sir. But we should take into consid- 
eration in that that those are the number actually on the job. There 
are two things involved there. It did not include the people who are 
coming in. Ihave here a total of 39. There are 39 American employ- 
ees on the way in who would arrive during May. Of course there will 
be others of that group come off, but there were 39 on the way in. 

It does not include others who would be arriving, or transfers in. 
I can give you even a better table than that, which would be more 
accurate, which shows that number coming in; but that list does not 
include that number. It also does not include, if I may go off the 
record 

(Discussion off the record.) 

Mr. Taser. There are overall a total of something like 650 positions 
above the estimated number for next year. 

Mr. Woutre. That is correct, sir. We are in the process of further 
reduction right now. This figure of 5,686 local or 6,692 total you see 
will be further reduced. That is in the process right now, since this 
was made up as of April 30. 

Mr. Taner. Are there any questions on nonsalary expenses? 


MEDICAL SERVICES 


Dr. Fenron. Under the medical expenses, does our medical setup 
take care of German civilians? 

Mr. Wotrer. To the extent of physical examination on employ- 
ment, or periodical physical examination. We require a minimum of 
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every 2 years. And there is the day-to-day treatment.’ If it is 
anything serious, a German employee has his own health insurance 
and goes to an outside doctor. If it is a case of a headache, a sprained 
ankle, or an emergency, we will take care of it. Other than that, he 
voes to his own doctor 

Dr. Fenton. I notice the hospitalization in Germany has a higher 
rate per day than is shown for the United States. It is $14.25 as 
against $12.75 in the United States. 

Mr. Wo re. Yes, sir; that is hospitalization. This small figure for 
hospitalization there is figured on the basis of the Army’s actual charge 
to us for all expenses. ‘That is not just the room and the board and the 
operating room and so forth, but that is the entire docter’s fees and 
surgical fees and everything. That includes the entire cost, whether 
it is merely treatment or operation or surgery or whatnot. 

Dr. Frnron. The point I am trying to make is that it is greater in 
Germany than it is in the United States. 

Mr. Wotre. Well, I would say that is the figure fixed by the Army 
hospitals there. 

The room and board in a German hospital alone is low. It runs 
only $4 a day. But everything else is very high. 


SCHOOLS FOR DEPENDENT CHILDREN 


Dr. Fenton. As to the schools you have over there, you estimate 
about 250 children will attend? 

Mr. Wourer. Yes, sir. Actually the figure is running higher. That 
is $240 per pupil. 

Dr. Fenron. It has increased $20? 

Mr. Woutre. That would be about right, sir. 

Dr. Fenron. Do the parents pay anything toward this schooling? 

Mr. Wore. No, sir; they do not unless it runs over this figure. 
Then they do. That has been a part of the legislation in occupied 
countries since the beginning of the occupation. It has now been 
extended to France. Our troops in France are involved. American 
schools are established for American children there. 

We operate this entirely through the Army. The Army provides 
is with teachers, curricula, books, and everything else. In fact, 
we just turn this money over to the Army to operate our schools 
throughout Germany 

Actually, the students of the High Commissioner’s Office em- 
ployees actually attend Army schools, except in Bonn. There the 
Army operates our school for us at this rate. If it goes higher than 
this, we must collect from the parents. 

Mr. Fenron. Thank vou. 

Mr. Tanrr. Mr. Davis 


DEUTSCHEMARK CREDITS 


Mr. Davis. After we are no longer an occupying power, what will 
happen to the deutschemark payments which are scheduled to be 
made thereafter? 

Dr. Conant. I think, if I am correctly informed, that that does not 
turn on the occupation. That is scheduled irrespective of that. I 
think we made an agreement. We sold this property for so much and 
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we had an agreement to turn it down. I think that was not de- 
pendent on the date of ratification. Is that right? 

Mr. Wore. That has nothing to do with the date of ratification. 

Mr. Davis. Then at a subsequent date we might expect some of 
these payments to be paid into the Treasury of the United States. 

Dr. Conant. You mean this asset for surplus property? 

Mr. Davis. Yes. 

Dr. Conant. Of course, there is involved the question of being 
able to transfer into dollars. Of course, they are assets of the Treas- 
ury right there. They are simply in deutschemarks. There is the 
difficulty of transferring. 

I am not familiary with the details of that agreement. I think at 
a certain date it then becomes possible to transfer it into dollars. 
It is a complicated agreement. Will you speak to that? 

Mr. Wourer. Yes, sir. Actually, the debt settlement—and I think 
we must get into that at this point—calls for $1.2 billion over a 
period of 35 years when that is ratified. Of that $1.2 billion, $200 
million may be drawn down in local currencies at not to exceed $40 
million per year beginning in fiscal year 1955. We have concluded 
the agreement for 1953 and 1954 for drawdowns totaling $48 million. 

Beginning in 1958 we begin to draw interest on the $1 billion at the 
rate of 244 percent a year. The $1 billion will be paid back to the 
United States Treasury in dollars beginning in 1958 extending over 
a period of 60 semiannual installments. 

Mr. Corron. So that we do not suffer from any depreciation of 
the German mark; we only suffer from the depreciation of our own 
dollar? 

Mr. Wotrer. That is correct, sir. 

To get back to another question I think you may have in your 
mind, Mr. Davis, there is the fact that deutschemarks received after 
ratification from support of our military forces are a direct contribu- 
tion by the Germans to EDC, from which our forces will receive a 
share. 

Mr. Davis. If I remember correctly, you anticipate having about 
1,000 American emplovees in vour establishment 

Dr. Conant. That is correct. That is in this budget, 


USE OF AUTOMOBILES 


Mr. Davis. As I also recall, you plan to have 488 automobiles. 
Are those confined in their use to the American employees? 

Mr. Worre. Not at all, sir. There are 100 trucks in that 488 and 
388 passenger-carrying vehicles. No, sir; they are not. 

In fact, as I was saying, they are used principally by the German 
employees in these various activities of the Neue Zeitung distribution, 
reporters; RLAS; Amerika Hauses. I would say our transportation 
figure is about 70 percent for use of German employees on official 
business and eargo, and 30 percent by American employees. 

If we had no other use for these vehicles, other than the straight 
passenger carrving of American employees, this could be cut by two- 
thirds or three-fourths. Naturally, our program, particularly in pub- 
lic affairs, cannot be carried on without this transportation. 

Mr. Davis. To how many people are you furnishing chauffeur 
service among those American employees? 
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Mr. Woure. All cars are driven by chauffeurs. No employee is 
permitted to drive a car for himself. 

Mr. Davis. Those are German chauffeurs? 

Mr. Wourer. Yes. sir. I think we have proved that the cost of the 
hauffeur, rather than letting the individual use the car whenever 
he wants to,"more than pays for itself. We have had some sad experi- 
ences there. 

Mr. Davis. We can assume, then, that there are practically as 
many full-time hired chauffeurs as there are automobiles. 

Mr. Woure. 400 hired chauffeurs and mechanics. They double in 
brass there in many cases. In other words, if you have a chauffeur 
on a vehicle he may make 10 or 15 trips during the day. If you let 
an individual come into the motor pool and get a car, and he is gone 
5 or 6 hours, you may get 2 trips out of that car in a day. Conse- 
quently it would tie up a great deal of your transportation, not 
counting the extra maintenance cost and accidents et cetera. 

Mr. Davis. But every time you send out someone to deliver some 
of your publications he just rides along with the chauffeur? 

Mr. Wotre. No. In most cases, in the case such as you mention, 
the chauffeur would deliver the publications. 


ADDITIONAL BENEFITS 


Mr. Davis. In addition to their salaries, as I understand it, the 
eople in your organization get schooling paid for by our Government. 

Dr. Conant. That is correct. 

Mr. Davis. Also medical services and housing. How does that 
compare with the compensation other than salaries which the people 
in the Foreign Service receive elsewhere? 

Mr. Wore. These people are in Foreign Service, and the only 
thing they receive here that they do not receive elsewhere in the 
Foreign Service is schooling. They do get free housing. 

Dr. Conant. I think the Congressman has in mind the allowance. 

Mr. Wotrer. They either have the free housing or they have an 
allowance in lieu of Government housing. 

Mr. Davis. That is all. 

r ‘ 

Mr. Taner. Mr. Clevenger? 


Pusuic Arrarrs Program 


RESPONSIBILITY FOR PROGRAM 


Mr. CievenGER. Dr. Conant, I am somewhat concerned about 
this matter. You have responsibility in both Germany and Austria 
for practically everything that takes place there, have you not? 

Dr. Conant. I have no responsibility in Austria, sir. 

Mr. Ciuevencer. Then I will restrict this to Germany. I have 
asked this because I am the chairman of the State Department 
Appropriations Subcommittee, and to me there is a rather fantastic 
radio activity in Munich. Does that come under your control? 

Dr. Conant. No, that does not come under my control. The only 
radio station which I, as United States High Commissioner, am re- 
sponsible for is RIAS. 

Mr. Cievencer. You have a divided responsibility in that area, 
then? 

Dr. Conant. I would put it this way, if I may: The Voice of Amer- 
ica, which has this station in Munich, located it in Germany just 
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by geographic accident, because they are using it to beam thei: 
broadcasts to countries beyond Germany. We would say if they 
were concerned with anything involving Germany itself it should 
be under our control, but it is not. It is just there. 

Mr. CLevencer. This program also relates to those bookmobiles 

Dr. Conant. Now, the bookmobiles are my responsibility. 

Mr. Cievencsr. Do you control those? 

Dr. Conant. They are my responsibility. 

Mr. CLevencer. And to some extent what is in them? 

Dr. Conant. Yes. 

Mr. Ctevencer. How about these mobile moving picture shows, 
which to me have grown into the realm of the fantastic? They 
probably have the highest cost per capita for a movie audience in 
the world. Can you control that part of it in Germany? 

Dr. Conant. That is my responsibility. That is part of publi: 
affairs. I was not aware of those large costs for our audiences o1 
them. | would like to have a chance to ask something on the recor 
there 

The bookmobiles J would be glad to talk about I think they hav 
been very effective. 

Mr. Cievencer. | have been getting what help I could, becar 
this thing has no substantiation either in coverage or anything els 
It is like that mythical 81 percent which Mr. Andersen questione 
yesterday 

1 have likened this to a tumor, which suddenly turns malignant 
This thing has spread from a $6 million operation to $30 million 
and from $30 milli on to $70 million. You know, last year they asked 
for the fantastic sum of $255 million for that iten 


) 

Dr. Compton was asked by me how much they regarded would 
be the probable full-grown operation of that information program 
and he told me about $300 million. This was after he had been on 
the job about 2 weeks. That was the only time | ever got a frank 
answer as to how big they hoped to make it. 


I realized when he took that job over he had an impossible tas! 

last vear the Budget 1 lowed him to ask fer $171 million, which 
was a 100 percent increase for 1953. They came up again this yea 
vdies an origmal buc get of some $114 million, and a building pregran 

1 proportion 

We have done the best we could to vet som history on ths it, becausi 
it is the most loosely, incredibly run thing | ever came into conta 
with. Not only did it put a cloud upon my friend Dr. Compton 
reputation unjustly, but I am afraid it is on the way to putting : 
cloud over another, who is not so personally involved. 

[ am concerned as to whether you really have control over the 
content of this program which affects Germany itself. 

Dr. Conant. Yes, we do, and we take the responsibility for it. 
In presenting it, if Il may, I would like to point out at least in Germany 
the growth has not been the way you spoke of the whole program, 
which I am not familiar with, but it has been father the other way 
If you will look at our public affairs program, and I am proud of th: 
cuts we have made 

Mr. CLevencer. I am, also. That is why I was wondering how 
much control you had over it. 

Dr. Conant. It isfmy responsibility. 
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Mr. CLEVENGER. I can see some control exercised here. 
Dr. Conant. Quite so. I will take full responsibility for this 
program, the public affairs program. 


BOOKMOBILES 


Mr. CLtevenGcer. With regard to these mobile units, I am going to 
find out, if I can, what the average cost per unit is, because many of 
them carry an auxiliary electric plant with them. It just might be 
that we would have more friends if we mixed ourselves a little less 
into all the intimate home life of the people in a lot of places in the 
world. 

This gives me great concern, I feel happy to know you have some 
control over some parts of it, so far as Germany is concerned. 

Dr. Conant. Yes. We have full control. 

I would just like to put in the record again that I do believe the 
German situation is very special, for the reasons I gave earlier, which 
[| will not repeat here again. I think we have a special job to do in 
Germany. think, therefore, you have to look at the German opera- 
tion itself. That is why we have control. 

Mr. CLEVENGER. It is of some concern to me, because it is some- 
thing that has to be resolved or the thing will eat up the Treasury. 
| am glad you are controlling it in Germany. 

Dr. Conant. Thank you. 


SOVIET PROPAGANDA 


Mr. Cannon. Dr. Conant, in the ee reports from time to time 
there seem to be some indications of a carefully planned and super- 
vised system for influencing the young people in occupied zones and 

ighboring jurisdictions, but I do not recall seeing anything in the 
r eports and do not recall anything being said here in the hearings on 
the subject, exe ept that there was reference to = attempt to Sovietize 
the Ge rman universities. I take it for granted, naturally, you would 
be particularly interested in any such campaign. 

In your opinion is a special drive being made by the Soviet Govern- 
ment to proselyte young men and young women and to influence their 
ducation in this respect? 

Dr. Conant. You have to separate completely, of course, the East 
Zone, which is under Russian control, from the 3 zones occupied 
origmally by the Americans, the British and the French, those 3 
zones now being, of course, the West German Republic. That is one 
situation. That is separated by this real lron Curtain which I spoke 
of earlier; with barbed-wire fences and armed police from the Russian 
Zone, oe ens Zone. 


Now, in that East Zone the Communists control the Government 
and officials dominated by the Russians have sovietized everything, 
ind the process has gone on apace. The universities, sc hools, collectivi- 


ration of the farms, harassment of religious groups:-—you have a totally 
different picture in the East Zone than when you come to the Federal 
Republic where the universities are entirely on the side of the free way 
of life. bap 

[ would say that the possibility of infiltration of Communist propa- 
ganda is very small. This is particularly striking right there in Berlin 
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itself, where you have this dramatic example of a free university 
located in the American, British, and French part, which we call the 
western sector, and right across the street, almost, in the Russian 
sector is the old university, the old University of Berlin which has now 
been sovietized and is an example of totalitarian education. The Free 
University is an example of free education. 

As I have often said, if anybody has any doubts about the differ- 
ences between the two ways of life, or any idea that there might be 
any mitigation of the evils of communism if it got in control, let them 
go and live in Berlin for a week and the "y will get over their illusions. 

Mr. Cannon. You think it is so obvious that no one could mistake 
it? 

Dr. Conant. In Berlin? 

Mr. Cannon. Yes. 

Dr. Conant. Noone. I wish anybody who has any illusions would 
go there. It would be a wonderful school. 

Mr. Cannon. Even in the occupied zone in Eastern Germany, for 
example, the older people, those who were brought up under the old 
regime and who are familiar with the old values, would not be easily 
influenced. They might for the sake of expediency accept many 
things their conquerors try to press upon them, but ultimately, if an 
opportunity were afforded, they would come back to their old stand- 
ards. 

Young people are different. The young college student is by nature 
an iconoclast. They are eager and ready to find something new, to 
break step, to change routine and accept anything that promises to 
change the old order. Do you think the propagandists are having 


any success in influencing these who knew not Joseph through edu- 


, 


cational courses or through youth societies or special youth activities’ 

Dr. Conant. Again, we must distinguish between these two zones. 
What the Russians and the Communists are doing in their zone with 
the youth remains to be seen. They are using all the techniques that 
Hitler used. They have blue uniforms. They have marching. 
They have bands. Most people think it will not stand up; when Ger- 
many is reunified those people will shed their communism. 

Over in the west part of Germany, in the German Federal Republic, 
| would say there was very little direct attempt on the part of the 
Communists to infiltrate, and I do not have any impression that they 
have made any progress at all. The Communist vote in the Western 
Republic is very small. 

The way the Communist propaganda is working in the West Re- 
public is rather through these subtle devices of bringing out points of 
view which do not appear to be communistic but affect the inter- 
national scene; false remarks about American ambitions, about the 
failure of one point of view to look toward the reunification, and get- 
ting in subtle things. I should not think there was any direct Marxist 
propaganda, as I have heard it, which is very effective in the schools or 
universities of the Western Republic, the reason being they all have 
relatives or friends of relatives over there on the other side in Ger- 
many, and they know what is going on. 

Mr. Cannon. Is there anything in this budget, Doctor, which is 
intended to be used or might be used to neutralize any effort on the 
part of Russia to specifically affect the young mind? 
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Dr. Conant. Oh, in a sense our whole effort at keeping these doors 
open, as I described our public affairs program, and making available 
these methods of continuing to know the free way of life, is directed 
in an attempt to neutralize totalitarianism from the right or from the 
left, particularly from the Communist propaganda of this subtle 
sort that I speak of, which tends to make remarks, of course, about 
the United States, and distorts the views on our whole civilization. 
| would say in a way most of our public affairs program was an 
offensive against the Communist propaganda. 

Mr. Cannon. And that is being emphasized? 

Dr. Conant. Oh, all the way through. 


HOSPITALIZATION 


Mr. Woure. Mr. Chairman, may I have a moment to correct the 
record on this ‘hospitalization? 

Mr. Taper. Yes. 

Mr. Wotrsr. It seems I have made an error in that. We provide 
hospitalization to employees only as directed by the Medical Director 
of the Foreign Service and on the basis of the regular Foreign Service 
standards. The example which I gave off the record, as to the differ- 
ence between my wife and myself, lam told would not apply. Only in 

the case of emergencies or acute illnesses, possibly on the job, or inju- 
ries, would that be true. So in all cases it would not imply to em- 
ployees. 

Domestic ExPpENDITURES 


Mr. Taser. We will turn to the ‘Domestic expenditures’ item 
— we have a total of $1,202,678, as aganist an appropriation last 

ear of $1,398,473, with a request for 148 net positions as against 
170 last year, divided about equally between the Bureau of German 
Affairs and the International Information Administration. 

Dr. Conant. May I in speaking to this just say how valuable it is 
for us in the field to have this support here in Washington, both from 
the Bureau of German Affairs and from the IIA. Except for the 
exchange part, the public-affairs backstopping will go over into Mr. 
Johnson’s agency. For example, in the exchange program, of course, 
we could not operate if we did not have people over here to take 
care of the exchangees, and so on, whom we select and send over. 

Having said that about the great value which we attach to that 
work in Washington, I would have to turn the details over to Mr. 
Lewis, who is here in Washington, the acting head of the Bureau of 
German Affairs, for any questions, because thisis not under my control, 
This is part of the budget over which I have no control. 


BUREAU OF GERMAN AFFAIRS 


Mr. Taner. Mr. Lewis, is there anything you care to say about the 
State Department setup of 74 positions? 

Mr. Lewis. In that I would just like to draw attention to the fact 
that we have cut this coming year, compared to last year, 25 percent. 
We will have some continuing responsibilities in the political fielp 
which will be greater as a result of the going into effect of the con- 
tractual arrangements, by virtue of the fact that a full-fledged German 
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Embassy will be established here for the first time in Washington, 
which requires more contact here in Washington than has heretofore 
been the case. 

Mr. Taser. Would that not result in the elimination of this 
division? 

Mr. Lewis. No, sir; because as is the case with all desk offices— 

Mr. Taser. Is there not a desk for European Affairs in the State 
Department. 

Mr. Lewis. Yes, sir. 

Mr. Taser. Would that not cover this particular operation, afte: 
the establishment of an Embassy here? 

Mr. Lewis. When the contractual arrangements go into effect it 
is anticipated that this Bureau will be merged with the European 
Bureau. There is presently in the European Bureau no provision for 
dealing with German matters. 

Mr. Taner. You would not need as many people at that time. 

Mr. Lewis. We have figured that the estimate for 1954 would bi 
about the number required for operations within the European 
bureaus. We would hope that in the course of the latter part of the 
next year we could make perhaps some further savings. 

Mr. Taner. How many countries are involved in the European 
Affairs setup? 

Mi Wiisper. Approximately 29. 

Taner. How many people are involved in the Bureau of 
"nobel Affairs? 

Mr. Witper. One hundred and ninety-five. 

Mr. Taner. That would be an average of about six apiece. 

{ would assume probably -_ the French, the British, and the 
Italian desk might have 25 or 30 apiece and the rest of them would be 
smaller. But none of them are anywhere near the 74 that you have 
set up here. Doesn’t that indicate a rather liberal approach here? 

Mr. Lewis. In the first place, sir, I do not know—no one does 
know—when we will be able to go on a regular basis with the signing 
of the contractual agreement. Until then we have rather extensiv 
requirements which are not present in the ordinary setup. Those 
requirements arise from the fact that we still have an occupation in 
Germany. Even after the occupation is ended by the contractual 
arrangements, there are certain reserve powers and reserve functions 
which we will operate in Germany and which will make the German 
program still a somewhat unusual one. 

I would like also to point out that as to the economic side there has 
been a hiatus in our relations with Germany because of the war, the 
time after the war, and during the Hitler period when economic 
relations between the two countries were very abnormal; in fact, 
shut off. Therefore, we have a very high number of agreements 
ordinary trade agreements and so forth—which benefit American 
citizens. We just signed one a short time ago, the re of the 
Treaty of Commerce, Friendship, and Navigation of 1923, which 
was worked out under Mr. Hughes’ administration. <A cic of 
those will have to be revised and we are in the process of doing so 
now, which imposes for the next year, at least, a rather abnormal load 
over what would normally be the load of a country desk. 
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Added to that, of course, Germany does rank, as you pointed out, 
among the more important and populous and active countries of 
Western Europe. 

Mr. Taser. When you double the requirements for France, Italy, 
and Britain, one wonders just how much efficiency there is in the 
management of this desk. I know that we have had the head of the 
German Bureau up here before, and he did not appear to have the 
jump on his job. _ 

With the reductions of last year and the reduction this year of 25, 
you seem to be approaching a situation where you might be getting 
some efficiency out of your employees. But it does look as though 
you have quite a way to go. 

' Mr. Wixper. There is another factor that I should mention. I 
gave you the figure of 195. Those were the positions financed from 
the “Salary and expense” appropriation. I have since noted that 
there are 40 positions financed in that Bureau for Mutual Security 
activities. As I understand it, these 74 in the Bureau of German 
Affairs would also be responsible to the Mutual Security activity. 
The 195 and the 40 make a total of 235 that should be related to the 74. 

Mr. Lewts. May I point out that we reduced last year over 1952 
from 99 to 74, which is 25, and another 25 this year. 

Mr. Taser. How many do you have right now? 

Mr. Lewis. We have 738, sir. 

Mr. Taser. That would indicate that you might get along with 
something like 50. 

Mr. Lewis. Sir, we have put in a minimum figure we think we can 
efficiently operate with. 

Mr. Taper. I was hoping that you were going to help us. 

Mr. Lewis. I will do my very best, sir, I assure you. 

Mr. Taper. Now, with regard to this International Information 
Administration, frankly, I do not like the idea of appropriations for 
units scattered as much as they are here. I would like to have it all 
in one place so that we can pass on it better. Now, you have in here 
this Educational Exchange Service. You also have Information 
Centers Service. What is that? 

Dr. Conant. As I said about the exchange service, it is a large 
sum in our budget. It costs dollars to send people over here, and it 
obviously requires a staff here to take care of them. 

Mr. Taser. It does within reason, ves. 

Dr. Conant. And the information center service is providing 
information we feed out through these channels that I spoke of 
RIAS and the Amerika Haus program. I just want to put a plug in 
from the field for the people who are doing things for us here in 
Washington. 

Mr. Taser. You also have here a press service with 19. What do 
they do? 

Mr. Lewis. May I ask Mr. Sims, who is Dr. Johnson’s person here, 
to answer that question, since I do not control this particular part of 


the budget? 


INTERNATIONAL INFORMATION ADMINISTRATION 


Mr. Sims. May I make a general remark on that? The people who 
are charged here to the German program are people who work as a 
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part of the backstopping services for the ITA worldwide program. 
These figures are derived on the basis of what extra cost would be in- 
curred to support the German program. They are not a proportionate 
share of what the German program is to the total worldwide program, 
so in effect, for example, with respect to education exchange service, 
whereas the total employment of that service is about 218, and this 
figure of 33 represents about one-sixth of that, the German program 
of exchangees actually represents about a third in total number of the 
worldwide program, so that what you have here is the best estimate 
we can make of the incremental costs that are chargeable to the Ger- 
man program. 
CURRENT EMPLOYMENT 


Mr. Taser. How many do you have in each one of these units right 
now? 

Mr. Sims. I do not have that information available right now. [| 
can get the information for you. 

Mr. Taper. I would like to have it placed in the record at this 
point. 

(The information requested is as follows:) 


II A—Domestic employment as of May 31, 195% 


Office of the Administrator 
Field programs staff 
Educational exchange service 
Information centers service 
Press service 

Motion-picture service 
Broadcasting service 


Mr. Taser. Now, some of these people are on the State Depart- 
ment payrolls; is that right? 

Mr. Sims. All these people are on the State Department payroll. 

Mr. Taser. And are provided for in this appropriation? 

Mr. Stus. That is right. 

Mr. Taser. And it is transferred to the State Department to 
handle? 

Mr. Sims. That is right, sir. These people are subject to the IITA 
administrative control. 


POSITIONS PAID BY STATE DEPARTMENT 


Mr. Taper. There seem to be 14 positions paid from State De- 
partment funds in each of the 3 years, and the same amount of money 
each year; is that right? 

Mr. Sus. I am not sure that I understand. 

Mr. Taser. It appears on the last line of table VIT. 

Mr. Lewis. If I may speak to this, those are 14 positions, sir, 
which are included in the 74 for the Bureau of German Affairs. 

Mr. Taser. I see. None of the information people are included 
in the State Department appropriation. 

Mr. Lewts. As I understand it, and as this budget is set up, the 
information appropriation, the International Information Adminis- 
tration, is part of the State Department budget as this budget 1s 
set up. That, of course, became and is now a separate agency, but 
that was done after this budget was prepared. 
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Mr. Taper. I wonder if these 14 positions are the ones that before 
the establishment of HICOG were on the German desk. Is that 
not about it? 

Mr. Lewis. The number was meant to provide a nucleus for the 
ultimate German operations. It was not meant to be the actual 
number, as I understand it. 

Mr. Taser. It looks as if that was the situation, and that this is 
the figure we ought ultimately to be aiming at for that operation. 
You know when you get people up on their toes and working you get 
much more efficiency and more satisfactory results. That is what I 
want to see done. It would look very much as if that is what the 
Department’s idea was on that subject. 

Mr. Lewts. I do not think that was the theory behind the 14, Mr. 
Taber. It was a nucleus, that is true, but only a nucleus. I assure 
you we would not, with only 14 people—or anywhere near that 
number—give the kind of support which we want to give to Mr. 
Conant in his operations. If we could do it with fewer people, I 
would be glad to try. 

ECONOMIC AFFAIRS 


Mr. Taser. You have here German Economic Affairs, and this 
year you have 36. Next year you are planning on 23. Why do you 
need so many in that particular setup? 

Mr. Lewis. Sir, we have in that setup several main items of busi- 
ness. In the first place, we have problems relating to the German 
defense contributions, military end items for German contingents in 
the European defense force; secondly, we have recently worked out, 
with many details still to be ironed out, a negotiation for the German 
settlement of German prewar debts, which was on the order of $1.5 
billion for the governmental debt and $500 million or so for the private 
debt. There are various awards for the settlement of property which 
was segregated in neutral countries which have to be worked out with 
people, such as the Swiss and the Portuguese. They involve about 
$5 million in one case. 

A third main area is the protection of United States interests in 
Germany. I mentioned awhile ago the recently concluded revival of 
the Treaty of Commerce, Friendship and Consular Rights, which was 
first signed in 1923 and abrogated during the war. Also, we are in the 
midst now of negotiating a double-tax treaty with the Germans and 
also there are certain very special problems with respect to the Berlin 
situation, Which require constant negotiation and constant work in 
order to see that that situation is taken care of here in Washington 
and that what Dr. Conant is trying to do is backed up adequately. 

There is the regular business of following the German economic 
situation in matters such as Import-Export Bank loans and com- 
mercial-policy problems generally. 

All of that does constitute a load of some magnitude and I would fear 
for the proper operation if there were not sufficient people to carry it 
out 


SCHEDULE OF POSITIONS 


Mr. Taper. I would like to have you give us a complete breakdown 
of the domestic positions so that we can see the kind of setup you 
have. 

(The information requested is as follows:) 
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NON SALARY EXPENSES 
TRAVEL EXPENSES 


Mr. Taper. You have an item in here for travel amounting to 
$44,000. Whose travel is that? 

Mr. Lewis. That represents a few trips from Washington to 
Germany in the course of business and a rather small amount for 
domestic travel here. Some of our officers have to go to New York 
to confer with various bankers committees and so on in connection 
with this debt settlement. That is the type that is carried under that 
heading. 

SUPPORT SERVICES 


Mr. Taner. You have reimbursement for support services in the 
amount of $302,000. What is that? 

Mr. Lewis. That is reimbursement to other areas of the Depart- 
ment such as the operating facilities, the budget, and finance part of 
the Department, the Office of Personnel for services which they 
render in connection with the German operations. 

Mr. Taser. I think that is all that I have at this time. 

Mr. Cotton? 


CONSOLIDATION WITH EUROPEAN BUREAU 


Mr. Corron. Assuming that the new arrangement comes into op- 
eration and that your bureau becomes a part of the European Bureau. 

Mr. Lewis. Yes. 

Mr, Corron, Would that in itself mean a reduction in your staff? 
Would you simply become a unit with approximately the same 
number that you had previously? 


Mr. Lewis. We would simply become a unit with approximately 
the same number. 

Mr. Corron. In other words, your amalgamation with the Euro- 
pean Bureau is like most consolidations in government. When you 
consolidate you retain just as many people? 

Mr. Lewis. It is a consolidation of functions, and there might be 
some reassignments as between our own people and the people in 
the European Bureau, but the net load would simply be an addition 
to the European Bureau. 

Mr. Corron. So any reduction in personnel in your request for the 
fiscal year 1954 comes as a result of the general reductions and cur- 
tailments that Dr. Conant has put into effect in this whole field rather 
than from any contemplated consolidation with the European bureau. 

Mr. Lewis. That is right. 


RELATIONSHIP TO INTERNATIONAL INFORMATION ADMINISTRATION 


Mr. Davis. I can understand, Dr. Conant, this relationship that 
you and your public affairs activity have with the International In- 
formation Administration, so long as we retain our status as an occu- 
pying nation, and so long as you are High Commissioner. But I just 
cannot understand it when we start dealing with Germany as a nation. 
Certainly there is no comparable setup anywhere else in the ILA, is 
there? 

Dr. Conant. It is Dr. Johnson’s intent, as I understand it, to have 
the ambassador in each country the captain of his public affairs pro- 
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gram in that country. I would not want to pass judgment on some- 
thing outside of my area. But from my experience it would seem to 
me to make sense. If you have a chief of the mission, he ought to be 
in a position to know what kind of public information programs are 
required in that country and have control of it and be responsible for 
it. 

Mr. Davis. Do you anticipate that this pattern will become the 
overall pattern in all countries? 

Dr. Conant. I cannot speak for Dr. Johnson, clearly. I am just 
telling you that it seems to me its continuation in Germany would be 
a good idea. Whether I am there in one capacity or another, I think 
we should have the program for the reasons I have explained, and I 
think I should be held responsible for it 

Mr. Davis. Lagree. But I am not sure as to where the ITA as 
an overall propositiot 1 fits into it. 

Mr. Sims. The IIA has attempted to build this program to fit each 
country, and so it would not be that we would attempt to fit the 
German pattern to other countries in the world. In the last year or 
two particularly, we have tried to build the IIA program to fit the 
situations we find in each country with respect to United States 
foreign policy and its objects, so there is no question of applying the 
German pattern to other countries. In Germany it happens because 
we have greater opportunities, we have a much higher concentration 
of effort than we have in many other countries. 

Mr. Davis. Do you hold the chief of mission in other countries 
responsible f or the public affairs program now as you plan to do with 
the Commissioner in Germany? 

Mr. Sims. We do now, yes. 


Mr. Taser. Mr. Clevenger. 
Mr. Cievencer. All I can say is as we approach the budget for 
IIA I can only ask Allah for wisdom. 


LANGUAGE CHANGES 


Mr. Taser. We will next consider language changes and the 
contingency fund. Dr. Conant, since you expect Mr. Wolfe to handle 
these items, the committee will be glad to excuse you for other pressing 
matters | know you have. 

I want to thank you gentlemen for your courteous and comprehen- 
sive answers. I think, Dr. Conant, the hearing has indicated a good 
grasp of the situation on your part. 

Dr. Conant. Thank you very much. 

May I on my part thank you and the members of the committee 
for your courtesy and patience in listening to our replies. We appre- 
ciate very much this chance to present our story so fully to you. 

Mr. Taper. The first change in language is for automobiles. 

Mr. Wotre. That is correct. For Dr. Conant. 

Mr. Taser. You want $4,500 for that? 

Mr. Wotre. That is right; authorization from the appropriation 
to use $4,500 to replace the Chief of Mission’s car. 

Mr. Taner. Will you trade in the old one? 

Mr. Wo tre. Yes; the old one is sold, and the receipts from it go 
into the price of the car. 
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UNFORESEEN CONTINGENCIES 


Mr. Taser. The next item is for unforeseen contingencies. What 
is that item? 

Mr. Wotre. What we are asking to do is to change the language, 
legislative language, wherein local currencies are appropriated, and 
we are asking that to be increased from $25,000 to $1 million, of which 
$97,000 would be paid out of deutschemarks, if needed; only $25,000 
out of actual dollars. 

Mr. Taser. Does that mean that we should add that amount to 
the total we authorize? 

Mr. Wotre. That would be included within the authorization. 


REPRESENTATION ALLOWANCES 


Mr. Taser. The next item is representation allowances amounting 
to $81,650. How much was that last year? 

Mr. Wotres. In deutschemarks, las: year, the representation was 
$83,950, or the equivalent of it. 

Mr. Taser. You are changing the total appropriation from $19 
million to $45,098,000, because of the requirement that you buy the 
deutschemarks? 

Mr. Wotre. That is correct. The only point I would like very 
much to bring up at this time, if I may, Mr. Chairman, is, first of all, 
the $45 million includes Austria, as you will hear later on this after- 
noon. As Dr. Conant has pointed out, this change from the $19 to 
$45 million in authorization to use United States-owned local currency 
in Germany does not include, of course, the funds used from the 
occupation costs or the mandatory expenses until the date of ratifica- 
tion. After the date of ratification, naturally the occupation costs in 
Western Germany to the High Commissioner cease. 

Mr. Taner. Then it is proposed to eliminate a proviso. 

Mr. Wo tre. That was also eliminated as a result of putting the 
local currency under the authorization by Congress. 


LANGUAGE FOR CONSULAR BUILDING PROGRAM 


Mr. Taser. There is some new language proposed on page 8 
of the language sheets. What is the first item changed there? 

Mr. Wotres. This is the authorization for $5,348,000 during the 
coming fiscal year, and then of $2 million from last year’s funds for 
the construction of the staff housing and consulate buildings in 
Germany. This money would be transferred to the foreign buildings 
appropriation, which the State Department is to administer. This 
is all in local currency, of course. 

Mr. Taser. That item is entirely for building? 

Mr. Wotre. Yes. 

Mr. Taser. That is new? 

Mr. Wotre. That is new building, yes. 


FULBRIGHT PROGRAM 


Mr. Taser. The next item has to do with Fulbright money 
Apparently it turns that loose without any strings on it? 





148 


Mr. Woure. The $1 million authorized for the Fulbright Act, au- 
thorized by previous legislation, is to continue the authorization, as 
I understand it, of which no more than $1 million per year may be 
used in any 1 country. The determination was made that the $1 
million from Fulbright authorization would not be deposited in this 
act; in order that 

Mr. Taser. You mean that section 1415 would not apply to that 
$1 million? 

Mr. Wotre. That would be correct, unless it was in this appropria- 
tion. The $1 million is not in this. appropriation. It is in other 
legislation. 

Mr. Witser. When the Bureau of the Budget approved the revised 
estimate, Mr. Chairman, they included the amount of the Fulbright 
requirements in the original allowance, and they made the total dollar 
appropriation, which includes the Fulbright. 

At a later date it was reconsidered by the Bureau, of the Budget, 
and they decided to eliminate section 1415 in relation to the Fulbright 
program. This is one such program, therefore, which would not 
come under 1415. 

Mr. Taner. Suppose we did not approve this proposed language, 
what then? 

Mr. Wotre. In order to utilize the Fulbright legislation, then the 
total request here would be increased by $1 million. 

Mr. Taser. Frankly, I am not in favor of cutting any program 
loose without having an annual review by the Congress; I do not 
care what it is. 

Mr. Wo tre. I think it does require an annual report. 

Mr. Taser. I would not be in favor of that method of procedure. 

Mr. AnprERSEN. I am not, either, Mr. Chairman. The least we 
have of that method, the better it will be for all concerned. 

Mr. Taper. I think from the standpoint of the country it is much 
better for any organization to have to come in and show its colors 
at least once a year. 

Mr. Wore. I think, subject to correction by Mr. Wilber, that this 
section, referring to 1415, if it is left out, then that $1 million which 
authorized the local currency would require an increase in this appro- 
priation to carry out the same exchange program. 

Mr. Wiiser. That is correct. 

Mr. Taser. Is that the last change? 

Mr. Woutre. That is the last change. There is another point that 
I also wanted to make; as you know, as long as there is an occupation, 
the High Commissioner does call upon the German Government to do 
certain things with reference to his occupation, and there are certain 
things within the occupation costs paid for by the Germans, manda- 
tory expenses, that are determined as the High Commissioner proceeds, 
and as the occupation progresses, and for which the Germans pay. 

This item is not in this budget, because it is paid for by the Germans 
for the Germans, and paid for under the direction of the High 
Commissioner. 

Mr. Taser. Are there any further questions on this language? 

Mr. Lewis, did you have a statement? 
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AUTHORITY FOR UNITED STATES MEMBER OF BOARD FOR VALIDATION OF GERMAN 
BONDS 


Mr. Lewis. There is some language here which I would like to 
propose to cover a problem which came up after this budget was 
printed. 

If you will turn to page 3, down about the first third of the para- 
graph, where the words are found: 


including 1 deputy to the United States Chief of Mission in Germany at a salary 
of $17,500, 


we would like to add after that these words: 


snd the United States member of the Board for the Validation of German Bonds 
the United States at a salary of $14,800. 

This is to give us authorization to pay in American currency the 
United States member of this German board, which was set up 
pursuant to the agreement between the Government of the United 
States and the Government of the Federal Republic. This agreement 
was submitted as a part of the message from the President on the date 
of settlement, and it has to do with the validation of German bonds 
and bond issues. 

The board consists of a German member, appointed by the German 
Government, a United States member, chosen by the United States, 
and a chairman to break any ties that might result from their delibera- 
tions. ‘The entire expense of the board is to be borne by the Federal 
Republic. And I might add that the chairman will be an American. 

The reason, however, that the United States member is on this 
board is that he is to represent American interests and the American 
point of view, and should not be paid directly by the German Govern- 
ment, although the expense of the board would be reimbursed to the 
American Government. 

Therefore, there is this provision to pay this man in American cur- 
rency and we would not have the authorization unless there is inserted 
some such language as this. 

This board is necessary now because trading in German bonds has 
not been possible since before the war, but is about to be resumed as 
a part of the regulari ing of trade relations between the United States 
and Germany, and there is a great deal of interest in the resumption 
of trade on the part of the people who own the bonds, because, with 
the increase in German economy and prosperity, these bonds begin to 
be worth something. 

There is one problem, however, caused by the fact that during the 
last davs of the war the Russians came into Berlin and, as you know, 
hey seized in fairly large numbers these bonds that were held in the 
German Central Bank. They had been put there by the Hitler 
regime for possible cancellation procedure. But the point of this 
validation board is that they are to make certain that none of the 
bonds that were seized by the Russian Government are put on the 
market, or that the Russians will get the money out of those bonds. 

This board’s budget is in here, and we would use this board—the 

ading on the market, and trading will be resumed, and the purpose 
of this board is to try to see that the trading will be resumed, and that 
is the purpose of the board. 
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I would like to say again that the entire expense of this board will 
be met by the German Government, and reimbursed to the United 
States Government, but in order to keep the American employee free 
to represent the United States’ interest, some way is needed, some 
authorization is needed to pay him in American currency. 

Mr. Wixser. Mr. Chairman, it is a bit unorthodox for us to present 
language here which has not been formally approved by the Bureau of 
the Budget, but I might add that I am permitted to present it to you, 
and to indicate that they have it under consideration at the present 
time, and we will advise you immediately we have their decision on it 

Mr. Taser. Do you have a copy of this proposed language to leave 
with us? 

Mr. Lewis. Yes. 


UNFORESEEN CONTINGENCIES 


Mr. Taser. Are there any other questions on this language? If 
not, we will go ahead with the item of unforeseen contingencies; is it not? 

I have before me a request for $1 million for unforeseen contingencies. 
Will you let the subcommittee know just what is included in that, 
please? 

Mr. Wo.rer. The authorization on page 4 is not an increase in the 
appropriation, but it is an authorization to use some of the appropria- 
tion, should the conditions arise, for such emergencies as the High 
Commissioner may determine. He personally makes the determina- 
tions when such unvouchered funds are used. 

Mr. Taser. How much did you spend in that last year? 

Mr. Wotrer. I do not think we spent much of that last year 
can get you the exact amount. 

Mr. Taser. You do not know the amount? 

Mr. Wotrer. No. But before I leave I will get the correct amount 
for the record. 

(The information is as follows:) 

In 1953 it is estimated that $800,000 will be obligated for these 
purposes. 

On the dollar side, we have not spent the full dollar authorization 
this year. In deutschemarks last year I think we spent about half 
of this authorization. 


Pustic AFFAIRS PROGRAM 
PERSONNEL OF RIAS 


Mr. Taser. Is there anything you want to add, Mr. Boerner? 
Do you operate RIAS? 

Mr. Boerner. Yes; that is under my responsibility. 

Mr. Taser. How much of a setup have you? 

Mr. Borrner. Six hundred and fourteen Germans and eight 
Americans, and we spend for that operation $3,400,000. 

Mr. Taser. That is under ‘Public aftairs.”’ 

Mr. Boerner. That would be under ‘Public aftairs.” It is on 
table 3, under “Radio.” 

Mr. Taser. Table 3, under Radio.” 

Mr. Borrner. Table 3, yes. That gives the program costs, plus 
salaries. 

Mr. Wo rr. I think if you will turn to page 33, it will give you a 
pretty comple te picture of the radio and RIAS operations. 
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Mr. Taser. There you show $3,477,491 for 1954. 

Mr. Wotre. Yes. 

Mr. Taser. Where would it appear on other sheets; under the 
“Information Service’’? 

Mr. Wourer. That is correct. 

Mr. Taser. $2,293,567 for personal service, I suppose. 

Mr. Woure. That is right; that is $2,293,567 for personal service. 

Mr. Taser. There is no way of checking that out on these tables, 
is there? 

Mr. Woure. If you add up all of the various positions on the 
sheets back of it you will find they add up to that total. 

Mr. Taser. Do you have anything to do with this setup in Munich, 
Mr. Boerner? 

Mr. Borrner. No. 

Mr. Taser. Your activities are confined to RIAS? 

Mr. Boerner. Radio activities; confined to running RIAS, the 
originating of the programs, plus negotiations with the governoent, 
the German Government authorities on wave lengths and other 
technical matters concerned with radio. And then we carry for the 
Voice of America an hour program on RIAS, and we arrange for a half 
hour or a 15-minute program through the German stations them- 
selves. 

Those are the three radio activities, but 97 percent, about 97 per- 
cent of the radio budget is in the operation of RLAS. 

Mr. Wore. | might add, Mr. Chairman, that the High Commis- 
sioner is responsible only for the administrative support of VOA in 
Munich. The organization in Munich gets its support on a reim- 
bursable basis. 

Mr. Taser. On this chart there are five people in RIAS 

Mr. Woure. That is right. 

Mr. Taper. And this total on table IT] shows 52. 

Mr. Wo rs. That is the total of the Information Service 

Mr. Taser. That does not. include the libraries that are in the 
field offices. What else does it cover? 

Mr. Wotrs. The information service includes a head office, a press 
activity, the news service, radio RIAS, film branch, and the Neue 
Zeitung. 

THE DIE NEUB ZEITUNG 


Mr. Taper. Is that really a successful paper? 

Mr. Wourr. Neue Zeitung? 

Mr. Taper. Yes. 

Mr. Wotre. Very much of a success. 

Mr. Boerner. I would say it is the most influential paper in 
Germany, Mr. Chairman. It certainly is read by all of the leaders 
in political life, all of the professional people, and so on; it has a 
tremendous influence in Germany. In fact, Dr. Conant feels very 
strongly about the need of continuing it as a daily paper for the 
next year; he made the proposal for this in the budget. 

Mr. Taser. I would like to see a breakdown on that, showing how 
the money is used. 

Mr. Woure. We can break that down in a little more detail for you. 

Mr. Taser. I would like to have that prepared in the same form 
as shown in the tables in the justification sheets. I think it would 
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be helpful to have a breakdown on one sheet of paper, showing the 
summary of all of the activities, where the funds go, and how much 
is used for personal services, and how much for other things. 
Mr. Wotre. Yes, I can readily get up a table of that kind and put 
it in the record. 
(The material referred to follows:) 
Die Neue Zeitung 


{Based on weekly] 


Estimate, Estimate, 
1953 1954 


$93, 614 $48, 2 


Subtotal, program expe! 
lotal, dollar expenses 
Dollar equivalent of deutschemark expenses: Salary expenses 


Program expenses: Die Neue Zeitung 


Subtotal, progran 


YbBS 


Actual, 1952 Estimate, 1953 | Estimate, 1954 


United Socal 


States 


Local 


Positions: Die Neue Zeitung 12 710 5 
Revenues, dollar equivalent of deutschen 230, 000 $480, 000 


MOTION PICTURES 


Mr. Taser. Do you have something more on the motion-picture 


item? 
Mr. Wotre. Yes; you will find the motion-picture item broken 
down in complete detail on page 36 of the budget. 

Mr. Taser. I think we will put that table in the record. 

(The statement referred to follows:) 


(Based on weekly) 


. . Increase 
. Estimate Estimate : 
. On9 ate, , (4 de- 
Actual, 1952 1953 1954 ) or de 
crease (—) 


Motion pictures 
Dollar expenses $943, 507 $530, 181 $396, 704 — $133, 477 
Dollar value of deutschemark expenses 1, 576, 052 1, 294, 794 1, 160, 395 — 134, 399 
Total_..- 1, 824, 975 1, 557, 099 — 267, 876 





Actual, 1952 Estimate, 195% ‘stimate, 195 Increase (+) or 


decrease 


United Local United Loca United 


States States t States 


Positions 
Administration 
Production 
Distribution and utilization 
Newsreel coverage 


Total. 


The motion-picture production program in Germany during 1954 will be reduced 
about one-third below the 1953 level Film has proved to be a highly effective 
information medium, and the successful distribution program in Germany makes 
it possible to reach and influence a mass audience. The continued success of this 
program depends upon reaching the audiences -which constitute priority target 

roups with a continuing supply of timely and effective films 

The motion-picture activity includes both production and distribution. During 
1954 it is planned to produce 8 reels of documentary films in the States and 30 
reels in Germany. Further, it is proposed to synchronize about 15 other films 
with the German language. A part of the dollar budget will be used to send 

ript writers and producers to Germany to assist in the production of films in 
Germany. Monthly newsreel film coverage of events of importance to United 
States objectives is also produced and made available for distribution at no charg 
hrough German commercial distribution channels. The latter takes the place 
of a weekly newsreel, the Welt-im-Film, which was produced and distributed 

ntil the close of fiscal year 1952. 

Mr. Woure. Then if you will turn back to page 33, you will see 
the same sort of a breakdown on the radio program, as a part of the 
Information Service. 


PUBLISHING PROGRAM 


If you will turn to page 29 you will see the Press Service, and 
ie same thing for the papers, Neue Zeitung and Monat. 
Mr. Taner. That seems to be a description of what you do in 
that section, and I think going down to the middle of page 30 we 
might put that in the record. 

(The pages referred to are as follows:) 


Publishing 
Dollar expenses $992, 391 
Dollar value of deutschemark expenses 4,914, 447 


Total 5, 906, 838 


United 


Loc 


ites 


sitions 
Der Monat 
Die Neue Zeitung 
Other 


Total 


The publishing program ineludes the publishing of a monthly magazine, Der 
Monat, and a newspaper, Die Neue Zeitung. Prior to 1951 the mission pub- 
lished five regular publications. Three of these were dropped in 1951 and 1952. 
he two to be published in 1954 were selected for retention because of their 
effectivness in influencing a wide range of Germans. The cost estimates are 
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gross and do not reflect the fact that revenues from the sale of the newspaper 
and magazine have been over a million dollars a year and will continue in fiscal 
year 1954 at approximately a half million dollars 

Der Monat.—Der Monat, a monthly magazine of political and cultural opinion 
with a circulation of about 30,000, is edited for the makers of public opinion in 
Germany. ‘These publications are recognized throughout Europe as two of the 
most forceful and respected publications in German. Publishers, editors, legis- 
lators, clergymen, professors, business executives, leading figures of political 
parties and labor unions, and public officials are its target audience. 

Die Neue Zeitung.—Die Neue Zeitung is a newspaper aimed at reaching audi- 
ences consisting of: (a) Intellectual groups, such as students, teachers, Govern- 
ment workers, industrialists, and businessmen; (6) cultural groups, such as 
artists, musicians, publishers, editors, and authors. 

\{ major policy change is planned for Die Neue Zeitung. Beginning with fiscal 
year 1954 it will be changed from a daily to a weekly newspaper containing a 
picture supplement. 

In the immediate postwar period, Die Neue Zeitung was established for the 
following main reasons: (a) To explain and support occupation policies in Ger- 
many; (b) to give the German. reader a balanced presentation of world news; 
(c) to establish a forum for prominent United States policy pronouncements. 


Mr. Boerner. There is only one change in that, Mr. Chairman. 
Your will recall that Dr. Conant indicated that he would like to have 
that continue as a daily paper for the present. Starting from the 
middle of the page it refers to a weekly paper, his judgment is that we 
should retain it as a daily paper for the time being. 

Mr. Taser. It does not change the setup in the budget. 

Mr. Woure. The amount of funds is not changed in the budget; 
only the idea of changing it from a weekly to a daily. 

Mr. Taser. If we had all activities in one table, I believe it would 
be better. 

Mr. Woure. I shall be glad to provide that. 


(The summary requested is as follows:) 


Public affairs program 


COSTS BY FISCAL YEARS 


PRO 


Dollar expenses 
f Director 9 
taff and reactior il staff 132° 023 12 685 a 


lollar exper 5A, 293 —99 


leuts« 
rector and field public affairs ¢ 216, 707 287, 72 899 —171 


nd reaction anal stall 77, 824 334 —30, 


233 — 202, 495 


304, 387 | 


5, 242 
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Public affairs program—Continued 


COSTS BY FISCAL YEARS—Continued 


INFORMATION SERVICES—continued 


lishing 
Dollar expenses $992, 391 
Dollar value of deutschemark expenses 4, 914, 447 
Subtotal 5, 906, 838 
Dollar expenses 
Dollar value of deutsc 
Subtotal 
Dollar expenses 
Dollar value of deutschmark expens 
Subtotal 
TURAI AFFAIRS DIRECTION, SUPERVISION, AND 


GRANTS-IN-AID 
r expel 


expense 


and grants-in 


r expe! 


Dollar value of deutsche 


Subtotal 
EXCHANGES 


Exchange of persons 


Dollar expenses 


Dollar value of deutschemark expenses: Public 
Law 402 program 
Subtotal 


SPECIAL PROJECTS 


Special projects and programs 


I 
Dollar expenses 50, 000 50. 000 


Dollar value of deutschemark expenses , 277, 763 374, 7 12, 5 2f4 
Subtotal , 343, : , 474, 767 562, 503 12, 264 
UNITED STATES RESIDENT OFFICER PROGRAM 


llar expenses 
value of deutschemark expenses 


Subtotal 
PUBLIC AFFAIRS ACTIVITY NONSALARY EXPENSES 


lar expens 69 
37, 164 


RHO 


692 


W\) 
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blic affairs program 


POSITIONS BY FISCAL YEAR 


1953 


United 


States 


Bran 
Central 
Speaker 
Book transl 
Exhibit 


America Houses 
Subtotal 
EXCHANGE OF PERSONS 


Headquarters 
Field 


Subtotal 
RESIDENT OFFICERS 
support posit 


Grand total 
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Mr. Taser. Thank you very much, gentlemen. 
Mr. Wore. Thank you. 


TUESDAY, JUNE 9, 1953. 
AUSTRIA 


WITNESSES 


LLEWELLYN E. THOMPSON, AMBASSADOR TO AUSTRIA 

ROBERT L. JOHNSON, ADMINISTRATOR, UNITED STATES INTER- 
NATIONAL INFORMATION ADMINISTRATION 

ORVILLE H. TRANSTROM, DIRECTOR OF ADMINISTRATION, OFFICE 
OF THE HIGH COMMISSIONER FOR AUSTRIA 

HERMAN POLLACK, DEPUTY EXECUTIVE DIRECTOR FOR EURO- 
PEAN AFFAIRS 

ALBERT G. SIMS, ACTING DEPUTY ADMINISTRATOR FOR FIELD 
PROGRAMS 

WALTER ROBERTS, CHIEF, AUSTRIAN BRANCH, IIA 

EDWARD B. WILBER, BUDGET OFFICER, DEPARTMENT OF STATE 


Mr. Taser. Ambassador Thompson, we are very glad to have you 
with us. If you have a statement you would like to make, the com- 


+ 


mittee will be pleased to hear from you. 


CONDITIONS IN AUSTRIA 


Mr. Tuompson. Thank you very much, Mr. Chairman and mem- 
bers of the committee. 

This is my first appearance before this committee. If agreeable 
to the committee I should like to begin with a brief statement about 
\ustria and what the United States has been able to accomplish there. 

| imagine that everyone who appears before this committee considers 
that his is a special case. 1 must confess that I am no exception for 
| believe that the situation of Austria is an exceptional one. In the 
‘irst place, Austria is one of the few places in the world where United 
otates power and Soviet power are directly confronted, the other 
cases being Germany and Korea. Germany has been divided and 
the West German Government exercises its authority only over the 
Western Zones and the Western sectors of Berlin. Austria is likewise 
divided into zones and Vienna into sectors but the authority of the 
Austrian Government extends throughout all of Austria. We have 
not only sueceeded in holding the line there but have been able to 
turn most of the functions of government over to the Austrians. 

Austria is also a special case in that it is the only place outside the 
United Nations where we are regularly doing business with the Rus- 
sians. Nearly every day of the week I or my assistants meet with 
the Russians in the various bodies of the Allied Commission. On 
the basis of the Allied Control Agreement of 1946 we have been able 
to allow the Austrian Government to conduct most of its own affairs. 
This is largely due to a clause in that agreement which is known as 
the “inverted veto.’ This clause provides that all Austria’s legislation 
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except constitutional amendments, become effective after a period 
of 31 days unless all four of the occupying powers agree to veto it. 
United States policy toward Austria was set forth in 1946 by the then 
High Commissioner, General Clark, as follows: (1) promotion of 
democratic se!f-government; (2) elimination of remaining Nazi in- 
fluences; (3) rehabilitation of a self-supporting Austrian economy; and 
(4) establishment of friendly relations between Austria and other 
countries. 
ELECTIONS 


The first Austrian national elections were held in 1945 and resulted 
in an overwhelming majority for the anti-Communist and anti-Fascist 
parties. The Communists polled only 5 percent of the popular vote. 
The same coalition which was then established of the Peoples Party 
and the Socialist Party was maintained in the elections of 1949 and 
those held in February of this year. Eighty-four percent of the 
voters supported the 2 coalition parties. In the Austrian Parliament 
today of a total of 165 seats the Peoples Party holds 74 and the Socialists 
73. The League of Independents, a rightist party, dropped from 16 
to 14 seats and the Communist from 5 to 4 seats. Under Austrian 
law a party must have 7 seats before it can introduce legislation, and 
at least 5 before it can interpolate, or question, the Government. 

This political alinement of the Austrian people, to be appreciated, 
must be seen against the perspective of the constant Soviet threat 
under which the people live. Austria borders on two Iron Curtain 
countries—Hungary and Czechoslovakia—and has a large Soviet 
occupation force within its borders. Nearly one-half of the popula- 
tion lives east of the Soviet demarcation line. In the first 3 months 


of this year, we know of 10 cases of Austrians kidnaped from their 
homes, places of business, or from the streets. They are presumed to 
be in Soviet hands. Despite such intimidation the Austrians are 
openly friendly to the West. 


PROGRESS IN CONCLUDING TREATY 


In 1943 we, together with the British, Russians and French, de- 
clared that Austria would be treated as a liberated country and not 
as an enemy. Despite the fact that we have had some 258 4-power 
meetings on the matter we have still not been able to conclude a state 
treaty for Austria and bring about an end of the Allied occupation. 
As I left Vienna, my deputy, who represents us at these meetings, 
returned from the meeting in London scheduled for May 27 at which 
the Russians refused to appear. Our aim in these negotiations has 
been to conclude a treaty that will assure Austria’s political and 
economic independence. Despite its many efforts to confuse the 
issue, it is clear that the Soviet Union is unwilling to conclude such 
a treaty at this time. 

ECONOMIC PROGRESS 


\ustria’s postwar progress in the economic field due to United 
States assistance and their own hard work is striking. Her index of 
industrial production is now about 168 percent of production in pre- 
war years. Agricultural production has been restored to approxi- 
mately the prewar level, and is steadily increasing. The runaway 
inflation which seriously threatened the economy in 1951 has now been 
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stopped, and the Austrian Schilling currency has been maintained 
ever since early 1952 as one of the most stable currencies in Europe. 

This economic progress has been accomplished despite the burdens 
of occupation and the continued Soviet exploitation of a vast complex 
of Austria’s industrial and agricultural resources. The Soviets took 
and held control over Austria’s entire oil industry as well as some 350 
industrial and agricultural enterprises. Were it not for the burdens of 
the occupation and of Soviet exploitation, Austria could quickly 
become economically independent. 

[t is this considerable record of progress which has made it possible 
for the United States to reduce its level of aid to Austria. In the first 
15 months of the Marshall plan, through fiscal year 1949, Austria 
received nearly $350 millions; whereas aid for fiscal year 1953 has so 
far totaled only $35 million. In all probability, this figure will be 
even further reduced in the coming year. 

To bring Austria’s political and economic progress in the postwar 
period into proper perspective, I should like to call your attention to 
her prewar situation. After World War I, the country had been 
reduced from an empire of 51 million population to 7 million; from an 
area of 261,000 square miles to 32,000. Adjustment to this new situa- 
tion was difficult, and in the between-wars period there was political 
turmoil and Austria could exist only by outside financial assistance. 
So, for Austria to be able to stand on her own feet today means not only 

be restored to her situation before the last war but to improve 
upon that situation. 

To help achieve this goal the United States granted to Austria, in 
the postwar period, nearly $1,500 million of aid. Along with the 
money went economic and financial counsel to assure its wise expend- 
iture, first for relief, and then more recently to build a national pro- 
duction plant which will aid Austria in the decades to come. These 
expenditures have laid the foundation for a viable economy. 


PROPAGANDA FIELD 


The fact that we are directly opposed by Soviet power in Austria 
is nowhere more evident than in the information field. For example, 
the Soviet element in Austria exercises a large measure of control 
over the Austrian radio system and publishes a German language 
daily newspaper in Vienna in addition to two dailies published by 
the Austrian Communist Party. Combined circulation of these three 
newspapers is estimated at 170,000 daily. We have met this by our 
own publication of a German language daily ‘““The Wiener Kurier,”’ 
which has a daily circulation of around 130,000 and a Saturday net 
paid circulation of 230,000. This circulation is, of course, not con- 
fined to Vienna but is nationwide. This paper is sold at the same 
price as the other Austrian papers and leads the Austrian press in 
volume of advertising. Except for the salaries of three American 
employees, and administrative support which the Embassy provides, 
the income derived from sales and advertising defrays all of the costs 
of the paper. 

We also operate a radio network with stations in Vienna, Linz and 
Salzburg. These stations also accept advertising and the stations in 
Linz and Salzburg receive Austrian listening fees. The present 


35121—53—pt. 1———11 





160 


annual revenue amounts to about $600,000 per year, while the costs 
amount to $985,000, exclusive of administrative support. 

We have estimated that the Soviets and the Communist Party in 
Austria are spending a total of about $25 million a year on propa- 
ganda in Austria. While this is, of course, a rough estimate it is not 
merely a guess at the overall amount, but is based on a careful esti- 
mate of each phase of their operations. We estimate, for example, 
that the Soviets have expended $500,000 on the germ-warfare cam- 
paign alone. 

The Austrian press and Government are, of course, not in a position 
adequately to counter the base and slanderous charges made against 
us, such as that exemplified by the germ-warfare campaign. The 
Wiener Kurier and the Red-White-Red network constitute the 
heavy artillery upon which we rely chiefly to meet these slanderous 
attacks. Other officials are here to testify on the information pro- 
gram but I want the committee to know the importance I attach to 
these two media in the cold war, which is about as “hot” in Austria 
as it is anywhere in the world. 


BUDGET FOR 1954 


I would now like to make a few remarks about the budget. The 
funds expended by the Department of State in carrying on its program 
in Austria are obtained from two appropriations. The first is the 
salaries and expenses appropriation which covers the normal diplo- 
matic and consular activities in Austria. In the 1954 appropriation 
request $544,160 was included for that purpose. The second is the 
appropriation we are discussing today—the Government in occupied 
areas appropriation (GOA). This appropriation request, which covers 
the costs of carrying on the occupation activities is in the amount of 
$7,450,000. Although it is only this amount we today request be 
appropriated, in order to provide this committee and the Congress 
with the complete story of our program in Austria and its costs, | 
shall talk to the total program for 1954, costing $7,994,160 of which 
$3,588,528 will be expe nded in dollars, and the remainder in schillings 
that can be made available to us from public affairs activity income 
and surplus MSA schillings in the Treasury. 

These funds will support in 1954 in Austria 265 American positions 
and 1,578 local positions. The latter figure includes 452 local contract 
employees in the information program. The request for American 
positions in 1954 represents a reduction of 107 positions from the 
1951 strength and 41 from the present strength. The request for 
local positions represents a reduction from 1951 strength of 708 
positions and 170 positions from current strength. 

You may be interested in some charts that I have with me which 
show the decline in positions from 3 years before takeover, to 1954, 
3 years after takeover. Since 1948, Americans on civil affairs have 
been reduced by 52 percent and local employees by some 40 percent. 
Since fiscal 1951 when the Department of State assumed the responsi- 
bilities, we have cut our American and local staff by about 30 percent. 

I sincerely feel that every effort has been made to reduce personnel 
and other costs to the lowest possible level consistent with the inter- 
national obligations of the United States in Austria. 
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Finally, I would like to invite the committee’s attention to the 
general makeup of the combined GOA and 58. and E. budget as it is 
distributed among the four major activities: The conduct of relations 
with Austrian activity will require 22 percent of the budget; the 
consular activity will require 2 percent of the total budget; public 
affairs will require 56 percent of the budget; administration will require 
20 percent of the budget. Of the amount required for administration 
63 percent is properly allocable as administrative support to public 
affairs. 

That concludes my introductory statement, Mr. Chairman. I 
believe Mr. Johnson also has a very brief statement to make on public 
affairs. 

Mr. Taser. We will be very glad to hear from you, Mr. Johnson. 

Dr. Jounson. Thank you, Mr. Chairman. 


AUSTRIAN INFORMATION PROGRAM 


Yesterday I appeared before the members of this subcommittee 
to testify to the need for the funds requested to carry on an information 
program in Germany. I should like to make such a statement today 
on behalf of the Austrian information program, which, like that in 
Germany, is an integral and important part of our worldwide informa- 
tion effort. 

Ambassador Thompson has given you the political setting to 
which this program relates. I want to review it with you briefly 
in the sense that it represents part of our general information activity. 

There are many obvious points of sim ilarity | between the information 
programs in Germany and Austria. They are both fairly extensive 

ith an effective reach to vast numbers of people. They both grew 
out of an occupation situation, and have been able to Capitalize 
upon our large efforts to rehabilitate the countries economically, 
politically, and culturally. The East-West line geographically runs 
hrough the midst of each of these countries, and they have so become 
platforms for intensive propaganda and psychological activities. 

There are important points of difference, however, One is that the 
east-west demarcation line is less rigidly drawn in Austria. For 
example, through loans to Austrian groups and institutions, 150 
USIS films a month are shown in the Soviet zone in Austria. The 
USIS extension library service lends portable book trunks, each con- 
tainmg 100 books, to localities throughout Austria, including the 
Soviet Zone. The Wiener—Kurier, United States produced daily 
newspaper, circulates in quantity to the Soviet zone daily, although 
its issues are from time to time confiscated by order of the Soviet 
authorities. It might be said that the Iron Curtain drawn through 
\ustria is more porous than anywhere else in the world. So long as 
our information activities are vigorous and aggressive, this works 
greatly to our advantage. 

Another point of difference is that the Austrians unfortunately have 
little prospect of being free of occupation now that the Soviets have 
rejected our treaty offer, and again affirmed their intent to continue 
their exploitation of the Austrian people. 

In the face of these facts, I could not recommend to the subcom- 
mittee any relaxation of the effort being made through the informa- 
tion program. Members of my staff and I are giving special attention 
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to the activities constituting the program and, in particular, to those 
large information enterprises, the Red-White-Red radio operation and 
the Wiener-Kurier daily newspaper. We are satisfied that these two 
media play a prominent role in keeping before the Austrian people 
daily an accurate focus upon the United States, its people, and its 
objectives in the face of a constant barrage of Soviet propaganda. 

We shall be constantly alert to the possibilities of operating these 
and other information activities in Austria at lower cost. 

The subcommittee may be aware in this connection that the infor- 
mation budget request before it is now more than one-half million 
dollars less than that proposed in the Truman budget. 

In examining the Austrian situation, I have been profoundly im- 
pressed with the fact that for virtually every information activity in 
which we engage there is a similar Soviet effort of far larger magnitude 
and cost. For example, we publish a daily newspaper in Vienna; 
the Soviet element also publishes a daily newspaper, and the Austrian 
Communist Party publishes two dailies in the same city. The Com- 
munist Party also publishes five daily German-language newspapers 
in Austrian cities other than Vienna. 

We operate five information centers in the principal cities. The 
Soviets have 8 major centers and, in addition, maintain 250 public 
reading rooms in Vienna and in the Soviet Zone of Austria. 

During 1952 and 1953, the United States helped sponsor 516 
Austrians to visit the United States through Fulbright and other 
programs. For the first 4 months of 1953, the Soviets were arranging 
for trips of Austrians to Russia at the rate of almost 1,000 a year, 
with all expenses paid. 

And so it is with each of our information activities. Despite this, 
I am convinced that we can continue an even more effective initiative 
along these lines in Austria where the contest is pitched. We have 
it within our power, I think, to help make this Soviet visehold on 
central Europe less and less tenable. I am asking the subcommittee 
to support us in these efforts as projected in this budget. 

Mr. THompson. Mr. Chairman, may I say that I have at my left 
Mr. Transtrum, Director of Administration, who is here to answer 
any questions of detail that may arise on the budget. 


BACKGROUND OF AMBASSADOR TO AUSTRIA 


Mr. Taser. Mr. Thompson, are you a regular career State 
Department employee? 

Mr. THompson. I have spent 24 years in the Foreign Service. 

Mr. Taser. And you have been in Austria since when? 

Mr. THompson. Since last September. 


MOVEMENT ACROSS ZONES 


Mr. Taner. Did you see this little article in the local papers on 
Austria? 

Mr. Tuompson. No. We had a cable this morning about it. It 1s 
very interesting to me, but of course I would like to point out to the 
committee that the Russians have been obligated, for a long time, by 
the control agreement, not to place any restrictions on the movement 
across zones. They have not followed that agreement. They say 
now that they are going to try to live up to it. 
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Mr. Taper. Does that mean anything? 

Mr. THompson. We do not have enough information as yet to 
really tell. It will help if they do remove these restrictions; it will 
be a benefit, because it does interfere with shipment across the zonal 
boundaries. 

Up to this time it has meant that we have had to get a permit to 
eo across zones. Anybody, any Austrian, can go all over Austria; 
anyone can go all over Austria except the nationals of the four occupy- 
ing powers. They are the ones who have been restricted. 

Mr. Taser. Are the Russians allowed in our zone? 

Mr. THompson. Yes. I might say, with respect to that, that 
very few of them come. 


INFORMATION SERVICE 


Mr. Taspr. What about the information service in Austria; is 
that operation doing any good? 

Mr. THompson. | think they have done a tremendous amount of 
eood, Mr. Chairman. The very fact that there were only 5 percent 
of the populs ition that voted Communist indicates that it has helped. 
In the attacks against the Austrian Government, and against de- 
mocracy in general, as I mentioned before, we think the Russians are 
spending ne arly $25 million a year in propaganda. Our program 
must be living up to expectations for them to have a program of that 
size. And the program is defensive, in the sense that it does not 
need to be nearly so big as it is if it were not for this very, very active 
Soviet campaign. 

I have two books of exhibits of what the Russians are doing, if the 


committee would like to take a glance at them. 
These are examples of Soviet propaganda [handing]. 


RADIO ACTIVITIES 


Mr. Taper. You have three networks? 

Mr. THompson. One network, three stations. I think one measure 
of the success of this information program is the number of people that 
come to our information center in Vienna, which runs up to 4,000 a 
day 

Mr. Taner. What are your Austrian listening fees? 

Mr. THompson. I do not know the exact tax per person. 

Mr. Transtrum. A tax is imposed upon the owner of each radio 
set, and the tax varies in its severity, depending upon the power of 
the set, the number of tubes, and so forth, and the listening fee refers 
to the taxes collected from the owners of the radio sets. It is collected 
by the Austrian Government as a regular tax measure and is turned 
over to the radio network of Austria, or our network, the Red-White- 
Red network, the French network, the British network, and the 
Russians. 

Mr. Taser. Does it also go to the Russians? 

Mr. Tuompson. Yes. 

RAVAG is run by the Austrian Government. However, the 
Russians have their people that control it. 

Mr. Taper. Are these three stations in Vienna and Salzburg 
shortwave? 
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Mr. THompson. Longwave. There are 2 100-kilowatt stations 
1 in Vienna and 1 in Linz, and a 10-kilowatt station in Salzburg 
Those stations are heard quite a distance into Hungary and Czec ho- 
slovakia. 

For a great many of those people German is their second language 
Although this is entirely an Austrian program, there are a good 
many people that listen to it behind the Iron Curtain. 

Mr. Taser. There are about 5 or 6 million people in Austria? 

Mr. Tuompson. Seven million. 

Mr. Taper. And how many radios do you figure? 

Mr. Stus. Our survey indicates about 3,030,000 persons listen to 
the broadcast with some regularity in Austria. The information we 
have is that in Hungary there are 4,250,000 persons who can receive 
the signal from our stations. In Czechoslovakia, 2,780,000. 

Mr. Taser. Would you be able to tell us the amount of paid 
listening taxes to the Government? 

Mr. THompson. I can tell you the amount we received. 

Mr. Taper. And you could probably tell us the amount of the 
individual tax. 

Mr. Tuompson. I think that we can supply that. I do not have it 
with me. 

Mr. Sims. The Red-White-Red network, 990,544 schillings per 
month, which is based on an audience of 220,121. 

Mr. Taser. Is that 220,121 sets or people? 

Mr. Sims. Set owners. Those are the sets from which the United 
States gets payments. The total number of licensed radio sets in 
Austria is 1,520,804. In all of Austria there was that number of 
radio sets paying taxes. The figure that I gave you earlier was the 
number of sets for which the United States gets license fees out of the 
total. 

Mr. Taper. Who else gets a part of that besides the Russians? 

Mr. THomrson. The French and the British each have a setup. 

Mr. Taper. What do they get? 

Mr. Transtrum. The British get fees from 237,000 sets and the 
French get fees from approximately 94,000 sets. 

Mr. Taser. That makes a total of about 552,000. Do the Russians 
get the rest? 

Mr. Srtms. The Russians get approximately 729,000 sets. 

Mr. Taser. That means that the Russians have a listening audience 
of 3% times ours. It is also more than ours, the French, and the 
British all together. 

Mr. Tuompson. No, sir. Our station in Vienna gets no listener 
fees because those are all turned over to the old Austrian network that 
the Russians run. We know that our network has far more listeners 
than all the rest of them put together, but we do not get the fees 
because the fees are paid just on the sets and where they happen to be, 
and not by who listens. 

Mr. Taser. It looks to me like the Russians got the jump on us 
there. 

Mr. THompson. They did, because the Austrian network was in 
their sector of Vienna. 

Mr. Taser. How many dollars do we ge 

Mr. Tuompson. We get about $600, 000 a year. 

Mr. Taser. And the other people get $4 million? 


t? 
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Mr. Tuompson. I think that is high. They get 3 million schillings 
a month. 

Mr. Taser. What is a schilling worth? 

Mr. Transtrum. The rate is 26 to a dollar. 

Mr. THompson. It would be about 1,280,000. 

Mr. Taser. They do not spend any more on their radio station 
than we do on ours, do they? 

Mr. Tuomprson. No, sir; I do not think they do. 


RUSSIAN INFORMATION ACTIVITIES 


Mr. Taser. What are some of the things they do? 

Mr. THompson. In their information program? 

Mr. Taper. Yes. 

Mr. Tuoompson. They run far more centers than we do, for example, 
and reading rooms. Whereas we have 5 reading rooms, I think they 
have 250 reading centers in their zone of Austria. 


SIZE OF RUSSIAN ZONE 


Mr. Taser. Is their zone of Austria larger than the other three? 

Mr. Tompson. Not the other three put together. They have 28 
percent of the population, and we have 18 percent, the French have 
8 percent and the British 23 percent. That is excluding Vienna 
which has 23 percent. 

About half of them live east of the Soviet demarcation line, but 
that includes Vienna, where a good many live in our sectors. 

Mr. Taner. How many people are there in Vienna? 

Mr. THomrson. About 1,500,000. Their zone alone has 28 percent 
of the population. 


MOVEMENT OF TRAFFIC IN VIENNA 


Mr. Gary. Have you had any recent interference with traffic or 
commerce coming in and going out of Vienna? 

Mr. THompson. It had become fairly normal until they lifted it. 
The Russians gave the Austrians a list of goods which they said could 
only move if they had a certificate from the Russians, Occasionally 
they would hold up some of those shipments. We would protest and 
the shipments would be released. There would be some delay. There 
have not been any recent changes in that until the announcement 
yesterday. 

Mr. Gary. How about the traffic from the airport into Vienna? 

Mr. THompson. Recently they have not operated their check point. 
You never know. They take it off and put it on again. Recently 
it has not been operated. 


SUMMARY OF AUSTRIAN PROGRAM, 1952, 1953, AND 1954 


Mr. Taner. We will insert in the record at this point the large 
tabulation appearing on page 105 of the justification. 
(The table referred to is as follows:) 
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CURRENT-YEAR OBLIGATIONS 


Mr. Taner. Are you able to supply for us the obligations for this 
current fiscal year as to each of these items through the 30th of April? 
I would like to have it to the 31st of May if possible. 

Mr. Potiack. We have the figures for April 30 available. 

Mr. Taser. You can follow the statement on page 105. I suppose 
that vou will have to identify each item so that the figures can be used. 

(The information requested is as follows:) 


Fiscal year 1953 obligations as of Apr. 30, 1953 


Schilling 

Dollar amount 

amount | (dollar 
| equivalent) 


All personal services (USCOA) before allowances 991 | $1, 130, 305 $2, 555, 206 
Living and quarters allowance 3.775 ) 45, 451 49, 22 
lotal salaries and allowances, USCOA ; , 419, 766 a 184, 756 | 2, 604, 52 


Nonsalary operating expense items ' 
rransfer and home leave 502 | . | 
Administrative travel 18 279 47, 813 
General operating expenses , 695 250, 322 | 
Building operating expenses ; 5, 640 | 492, 361 | 
Representation allowances “13, 644 | =| 
Medical expenses , 204 | 
Contingencies 


Total, nonsalary operating expense , 004, 014 3 ae 794, 51 


Total, USCOA 


Infortnation services 
News press, publications 5,7 , 244, 090 
Radio activities 41, 347 | 791, O84 
Film activities 35, 028 | 18, 467 | 


Total, information services - 52, 09% 2, 053, 650 


| 

: |. 

' 

Public-affairs program expens¢ q 
| 


Cultural affairs 
Information center . 93, § 133, 188 
Visual media 30, 725 40, 460 
Cheater and musi , 061 | 34, 750 | 
Exchange of persons . ‘ 90, 829 |....- 
Austrian youth activitie ‘ | 19, 922 | 
Total, cultural affairs 228, 320 


281, 970 


EMPLOYMENT DATA 


Mr. Taser. I would like also to have, as to each item, the personnel 
presently on board, as closely as you can give it to us. Do you have 
any information now? 

Mr. Pouuack. No, sir. 

Mr. Taser. Do you have the personnel on board presently? 

Mr. Transtrum. We do not have it right here. We could work it 
up for the record. We have the authorized pattern, but we do not 
have the actual people on board. 
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Mr. Taser. Will you prepare a statement showing the number on 
‘d for last July and the number on board currently as to each 


pou! 


item? Put that right in the same table with the expenditures to 
April 30. Also show the number of employees paid with dollars and 
he employees who are paid in shillings. 

The information requested is as follows:) 


Personnel on board 


As of July 1, 195 As of June 9, 


Local 


f High Commissior 
ediate office 

30n group 
idripartit 

yorts staff 


zburg office 


41 LJIVISLOI 
fice of Directo 
Reports and negotiations staff 
41 Reports Branch 
nal Affairs and Displac« 
burg office 


Lotal 


Division 
of Director 
11 Advice Branch 
rian Affairs Branch 
ce Branch 
D. and R. Braneh 


tal 


e Division 
fice of Director 
nomic Policy and Finance Branch 
rade Analysis and Operations Branch 
imeree and Industry Branch 
sbor and Social Administration Branch 
ind Agriculture Branch 
port and Communication Branch 
| Aviation Branch 


tal on 
Supply Branct 


msulate 
sulate 


tal 
tal 


Affairs Division 
e ol Director 
and evaluation staff 
ion Branch 
lice of Chief _ 
ner Kurier Section 
tadio Section (RWR 
ss and Publications Section 
Press Review Section 
hoto Sect 
A ffai 
e of Chief 
, Theater and Music Section 
1al Media Section 
ip Activities Section 2 
nange Activities Section 4 
l 
l 


10n 


nter Activities Section 
iucation Section 
47 local people are employed by the Wiener Kurier (newspaper) and 255 are employed by the Red 


-Red Radio network on a contractual basis 
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Personnel on board—Continued 


As of July 1, 1952 As of June 9, 1953 


Amer- | 
Amer- | Tocal 
| 


Amer- ’ 
' Local : 
ican | ican 


Field offices 


Salzburg office 


Linz office 
Innsbruck office 
Graz offi 


Klagenfurt offic 


ce 


Mr. Taser. What do you know about the present status of your 
employment? 

Mr. Transrrum. The authorization for this fiscal year is 306 
Americans in Austcia and 31 Americans in the Department who work 
here in Washington. I do not know the exact employment figur 
right now since we have been going through a reduction in force, but 
I would judge about 95 percent of those figures that I gave you ar 
now occupied. 

Mr. Taser. That means in the Washington office you may be a 
couple short and over there you may be 9 or 10 short? 

Mr. Transtrrum. These are all American figures which I have just 
given you. 

Mr. Taper. I know. In Austria you may be 9 or 10 short? 

Mr. Transtrum. Yes, and perhaps 1 or 2 here in Washington. 

Mr. Taser. You do not have any data on that so that you can 
tell us? 

Mr. Transtrum. Nothing right here. We can find that out for 
you. 

(The information requested is as follows:) 


Status of employment as of June 9, 1953 


AUSTRIA 
Authorized Filled | Vacent 
positions | positions positions 
American employees - 306 284 
Local employees 1, 296 1, 154 





WASHINGTON 


American employees... 
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Mr. Taser. What about the indigenous employees. 

Mr. Transtrom. The local employees, the total number for this 
year is 1,296. Of course, they are all in Austria. Those positions, 
| would say, are almost 99 percent occupied at the present time. 
\Ve are cutting that figure down to 1,126 for July 1, and these people, 
| would say, are just about completely filled up in their positions. 
Their positions are virtually full. 


PERSONNEL REDUCTIONS 


Mr. Taser. Do you propose to make any substantial reductions? 

Mr. Transtrum. In the local employees we propose to reduce 
from 1,296 to 1,126—a reduction of 170 employees. 

Mr. ANpeRSEN. You have not made any of that reduction as yet? 

Mr. Transtrum. We are now going through the process in May 
and June of cutting down. 

Mr. ANpERSEN. I think you just stated that 1,296 positions were 
pretty well filled right now. 

Mr. Transtrum. I think you could say that, sir, in that we are 
paying off the terminal leave that has been accumulated for those 
people in trying to get it all cleaned up by the Ist of July. 

Mr. Taser. You show a reduction of $188,439 this year as against 
last year in the pay indigenous employees. Is that right? 

Mr. TrRANstruM. $189,519. 

Mr. Taser. It shows on this table $188,439. 

Mr. Transtrrum. If I may explain this, the $1,080 shown on the 
table is in dollars only. The $188,439 is the dollar equivalent, but 
paid out of local currency in schillings, so together they would make 
$189,519. 

TRANSFER AND HOME LEAVE 


Mr. Taser. There is an item in your budget for transfer and home 
leave, amounting to $271,000 for this next year. Does that mean 
those American employees who are sent home, or whose duty has 
been changed to some other place? 

Mr. Transtrum. Yes. 

Mr. Taser. That is nearly 20 percent of your salary roll. Is that 
about right? 

Mr. Tuompson. Yes. 

Mr. Taser. Seventeen percent, to be exact. That is a pretty 
liberal percentage, it would seem to me. That is larger than we 
usually find. 

Mr. Transtrum. That is based on our estimate of the number of 
people who will be on our rolls who will be eligible for home leave 
travel during the fiscal year 1954. There have been occasions when 
some people who are eligible to travel on home leave this year have 
been unable to take that leave and they will become eligible in 1954 
for that sort of travel. It may be higher than that which would 
ordinarily occur, but we have had a home leave travel freeze on for 
several months and people have not been able to travel. This 
reflects the actual cost of those people whom we know at the moment 
will be eligible for home leave or transfer. 

Mr. Taser. About $1,000 apiece? You have 265 people and 
$271,000. 
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Mr. Transtrum. It is pretty hard to tell. 

Mr. Taser. That is not very hard to tell; is that right? 

Mr. THompson. They would not all be going. It would be more 
than $1,000 apiece. 

Mr. Taper. Because you would not know many would be going? 

Mr. AnperRsEN. Of the 265 how many will take that leave? 

Mr. Transtrum. We expect 108 home-leave trips; 24 of the 108 
will be traveling each with 1 dependent, and they are not expected 
to return to the city of Vienna and have been shown under separation 
travel. The other 84 employees, plus 82 dependents, will total 166 
trans-Atlantic round trips. About half will be kept in Washington 
for a 5-day period of consultation. All travel is by air averaging 
in-season and off-season rates, and we are following that practice. 

Mr. ANpeRSEN. In other words, each one costs the taxpayers 
approximately $2,000 for leave; do they not? 

Mr. Tuompson. I think that is about right. 

Mr. ANpeERSEN. That is rather expensive. Of course, it may be 
necessary. But to my way of thinking it is rather expensive. 

Mr. Transtrum. The average costs for dependents is based on the 
air-travel rates. 

Mr. AnprErRSEN. Is your contract with those people such that they 
are entitled to leave every other year? 

Mr. Transtrum. That is right. 

Mr. Taper. Is that what this is rather than a cash payment to 
them? 

Mr. Transtrum. This is the cost of transportation, sir. 


GENERAL OPERATING EXPENSES 


Mr. Taser. You have an item for general operating expense. 
What is that? 

Mr. Transtrum. General operating expenses are those expenses 
which apply to the general housekeeping, supplies, equipment, cost of 
fuel, and items of a general nature of keeping up the buildings and 
the mission. 


BUILDING OPERATING EXPENSE 


Mr. Taner. What about building operating expense? You have a 
lot of money in there, $406,800 and $351,950 in schillings. 

Mr. Transtrum. Building operating expenses are those expenses 
which are attached to the rental of buildings and the upkeep of 
buildings—repairs and alterations and so forth. 

Mr. Taner. There you indicate a request for something in the 
nature of $140,000 more than you have for the current year. 

Mr. Transtrum. That is right. That is attached to the cost of 
rental. 

Mr. Taner. The increase in building operating expense is in the 
charge to the dollar expenditure. Why is that? 

Mr. Transtrum. The reason for that is as follows: In 1947 the 
United States Government signed an agreement with the Austrian 
Government whereby they agreed to pay the operating costs of the 
United States forces in Austria in dollars. Up to that time they had 
been living off of the economy and collecting occupation costs. After 
the agreement was signed certain valuations were placed on the cost 





of operating and renting each building. There was a basic rental for 
the building itself, a basic rental for the furniture, a basic cost for the 
itilities, and a basic cost for such custodial services as were needed to 
provide the buildings with upkeep. That dollar rate on these build- 
ings has been maintained at about the same rate since 1947. 

In the meantime costs have increased manyfold. The costs have 
become so great a burden on the Austrian Government we are no 
mger paying our way. For some time there have been negotiations 
nderway to put the rentals and the cost of utilities and the custodial 
services on a realistic basis, as of 1953 rather than the basis they were 
on in 1947. The increase of the $140,000 is that amount of money 
vhich we think is necessary to meet the present costs which were first 
determined in 1947. 

Mr. Taser. Why is it $140,000 more than it was for the current 

ar? 

\ir. THompson. Because we were paymg last vear on the basis of 
the 1947 contract. Some of the light and power has gone up 200 per 
ent over what it was in 1947. Last year, by holding them to the 
contract, we were able to pay less than it was worth 

Mr. Taser. Why could you not pay them schillings instead of 
dollars? 

Mr. Transtrum. The agreement which was signed in 1947 pro- 
vided for the payment of occupation costs in dollars rather than in 
local currency. We are still abiding by the agreement of 1947. 


SHILLING AVAILABILITY 


Mr. ANDERSEN. Do you have a fund similar to the German pro- 
cram, With credits to draw down on? Is that where your shilling 
budget comes in here? 

Mr. Transtrum. Our shilling availability comes from three sources. 
It comes from the income we derive from the operation of the news- 
paper and the radio network. That will approximate $1,500,000 for 
the next fiscal year. That is our guess. 

In addition to that, we have authority to use the 10 percent counter- 
part surplus from the MSA contribution to Austria, and in addition 

» those two funds there is still on deposit the surplus-property credits 
which are held by the Treasury. We have not used those surplus- 
property credits. 

We have always met our shilling expense from the first two sources, 
the income shillings and the 10 percent counterpart shillings. 

\ir. ANDERSEN. How much credit in shillings is there from this 
surplus-property sale? 

Mr. TrRanstrum. Sir, it would be a guess upon my part because 
the Treasury keeps that account and we are unable to tell. 

Mr. ANDERSEN. Do you recall the original amount of sale? 

Mr. Transrrum. I do not recall the original amount, but I think 
there is approximately $8 million worth of surplus property credits 
outstanding. 

Mr. ANDERSEN. $8 million? 

Mr. Transrrum. $8 million. 

Mr. ANperseN. That is not much in comparison to the similar 
figure in Germany. 

Mr. Transrrum. I am sure not. 

$5121—53—pt. 1——12 
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RUSSIAN PROPAGANDA POSTERS 


Mr. Rooney. I have 1 or 2 questions with regard to these exhibits 
the posters alleging American atrocities in Korea and alleged germ 
warfare. I wondei if you could tell us what steps you took to coun- 
teract this sort of vicious propaganda in Austria? 

Me. Tuompson. We have met that with a regular campaign through 
every media we have, including radio programs. We have picked up 
the debate in the United Nations and put that out through the 
Wiener Kurier, the radio, and through pamphlets. 

Mr. Rooney. The reason I ask you this, Mr. Ambassador, is 
that some of these photographs, documents and exhibits with regard 
to alleged bacterial warfare seem to be quite compelling, especially 
to people of not too much literacy. 

Mr. Tuompson. They did deceive at the start a lot of peopl 
There is no question about it. If we had not been able to reply, I 
would say—and this would be a rough guess—that a fourth of the 
people of Austria might have believed that. Some of it would have 
stuck. We have been able, I think, to disabuse their minds of most 
of it. 

Mr. Gary. They made great capital out of the statement given 
by the American GI in Korea. 

Mr. Tompson. We estimate that in one campaign alone they 
spent $500,000 on this subject. That is based on calculations of 
each part of that operation. 

Mr. Rooney. You are referring to one particular instance in 
1952 when they went to work on alleged Korean atrocities? 

Mr. Tuompson. That is right. 


YupLic-AFPAIRS PROGRAM 


Mr. Taser. Do you have any table that shows the public-affairs 
cost? That is your information setup, is it not? 

Mr. Transtrum. Yes. That is found on page 118 of the justifi- 
CaALioOns. 

Mr. Taser. This table shows a total, including your indigenous 
figures, of $4,450,000, That is just about 10 percent below the figure 
for the current year. Sica 

Do you have any idea what your obligations are on that? 

Mr. Transtrum. Those obligations would probably be in the same 
category as the others. We can supply that information. 

Mr. Taser. I would like that indicated as to this total. 

(The information requested is as follows:) 
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Obligations as of Apr. 30, 1953—Public affairs activity 


| 
| Schillings 
| 
| 


Dollar amount, 
ammount dollar 


personal services (public affairs) before allowance 
ing and quarters allowances 


Total salaries and allowances 


salary operating expense items 
lransfer and home leave 
Administrative travel 

General operating expenses 
Building operating expenses 
Representation allowance 
Medical expenses 
Contingencies 


Total nonsal 
lotal public affairs 


blic affairs program expense 

Information services 
News press, publications 

Radio activities 

Film activitie 


Total informatior 
Cultural affair 
Information center 
1 media 30, 725 
17, 061 
190, 829 


V 
Theater and music 
Exchange of persons 


Austrian youth activities 


Total cultural affair 


lotal public affairs program expense 


* } 
All personal services, domestic 
lravel 


Reimbursement for support services 


Total domestic 


Total obligations__- 1, 090, 572 


PERSONNEL AND ADMINISTRATIVE EXPENSES 


Mr. Taper. Now, as to these employees and administrative ex- 
penses, I would like to have a breakdown that would show how much 
is for radio, how much for newspaper business, how much for these 
field offices, how much for the libraries, and how much for film 
activities. 

Mr. Transtrum. Yes. 

(The information requested is as follows:) 
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and administrative expenses applicable to public affairs for fiscal year 1954 


American employees, Austrian employees 
Administrative 
overhead # 
Number lary fun Salary ? 


$4, 944 
7, 416 
, 168 |1$1, 022, 297 
0 (which is 68 
, 652 percent of 
adm instra- 
, 888 tion activity 
063 shown on 
1,012 page 128 of 
7, 416 budget docu- 
708 ment). 
3, 708 
5 540 
nak 


o 


ployed by the Wiener Kurier (newspaper) and 255, 


Red Radio network on a contractual basis. The cos 
L expenses shown on page 118 of the bidget document 
irrency. Salary costs shown above are dollar equivalen 


sosts are properly allocable to public 


Mr. Taser. What do you mean by visual media? 

Mr. Transtrum. Posters, sir. 

Mr. Taser. You also have theaters included in here. I did not 
know that you were running theaters. Then there is a large item of 
expense for the exchange of persons. It will run to $250,000 in the 
dollar budget. 

Mr. Transtrum. Yes 


EXCHANGE OF PERSONS 


Mr. Taser. Are you sending Austrians over here under this? 

Mr. TuHompson. It goes both ways, students, teachers, and spe- 
cialists, both Austrians to America and some Americans to Austria. 
The bulk of them are Austrians going to America. 

Mr. Sims. The table on page 126 indicates the breakdown. 

Mr. Witser. There will be no amount of money shown for the 
Austrians coming this way because of the exemption of the Fulbright 
bill from section 1415. That is the reason only dollar amounts are 
shown in this estimate. 

Mr. Taper. Because of that provision in the language that you 
discussed previously. 

Mr. Witper. That is correct, sir. 

Mr. Taser. If we do not include that provision, what will you do? 

Mr. 

Mr. Taser. | think that you had better give us the figure on that. 

Mr. Wiiser. We will get a figure. 

Mr. Taser. I have been informed that it is $250,000; is that right? 

Ir. Tuoompson. That is right. 

Mr. Taser. Where does that appear? 

Mr. THompson. It does not show. 

Mr. ANpersEN. In relation to the travel expenses of these ex- 
changees, how does that expense compare with the travel expense of 
the 265 personnel, Americans, that we were discussing previously? 
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We have had evidence brought out that it cost approximately $2,000 
to let 1 of your employees come to America for leave and return. How 
does that figure compare to one of these visits by the local Austrians 
coming over here to study and then returning? 

Mr. THompson. In the first place, the exchangee would not nor- 
mally be coming with his family. It would be a student going alone. 

Mr. ANDERSEN. In the other case the families are included? 

Mr. THompson. Yes. 

Mr. ANDERSEN. But as to the quality of transportation, I think 
that you said previously that the others go mostly by air. 

Mr. Tompson. Yes. 

Mr. ANDERSEN. Are they in such a hurry that they must go by air? 
Would not boat transportation be a little cheaper? 

Mr. Tuompson. I think that most of them would prefer boat, but 
the Department prefers that they go by air so that they will not lose 
so much time. The prices are about the same. We have difficulty 
at times getting people to go by plane. They would much prefer to 
go by boat. It extends their holiday and they enjoy it more. 

Mr. ANDERSEN. The point that I am driving at is whether or not 
there is a little extravagance in connection with the home leave of 
the American employees. You do not feel there is? 

Mr. Tuompson. Of course, on the planes there is no question of 
different classes. I think in some seasons there are tourist planes at 
a little lower fare. Our regulations provide for a minimum first-class 
passage on the boat if they go by boat. Some of these Fulbright 
students go second class when they can take advantage of it, or student 
third class. 

INFORMATION CENTER IN VIENNA 


Mr. Gary. The Army had a very excellent information center in 
Vienna, and I think at other points in Austria during the occupation. 
Are you continuing that substantially as it was conducted by the 
Army? 

Mr. THompson. Yes. In fact, we are using the same building. 
[It is at a wonderful location on one of the most important streets in 
Vienna, at one of the most important junctions. That is our main 
information center in Vienna. 

As I was saying, the people that go through there run about 4,000 
a day. 

Mr. Gary. I visited that center in 1947 and it was very active at 
that time. The reading room was filled and they had a lending library. 
There were a number of people standing in line waiting for books. I 
think that they had about four people behind the counter giving out 
books, and still people were standing in line. It was a very active 
center. 

Mr. Rooney. It was a good library. It was not run by the State 
Department then. 

Mr. Gary. It was run by the Army. I asked if they were contin- 
uing that program substantially as it was conducted by the Army, and 
he said that they were. I remember one innovation the Army had in 
Vienna that the State Department information centers did not have, 
and that is they were getting some returns from their activities by 
reason of the fact that they were translating certain books into the 
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Austrian language and selling them. Are you continuing that pro- 
gram? 
Mr. Tuompson. Yes, on a very big scale. 


SCREENING OF READING MATERIAL 


Mr. AnpEeRsEN. What steps do you take for screening this reading 
material in these libraries and information centers? Who does the 
selecting? 

Mr. THompson. Most of it is done by us in the mission in Vienna. 
Occasionally the Department will send out some, or make some sugges- 
tions to us. A good many of them are selected by the many Aus- 
trians who have heard of a book and want to know if they can get a 
translation of it. We weigh the requests in selecting the ones that we 
pick. 

Mr. Stms. When a request originates in Austria and involves an 
American publication, the request comes to the Department, where 
it is screened in our Information center Service. That Service has a 
center in New York that buys the books, sees that they are wrapped 
and packed and sent overseas 

Mr. Gary. Most of the books you were translating and selling were 
the classics, as I recall. 

Mr. Transtrum. The Life of Abraham Lincoln. 

Mr. Gary. Works of Charles Dickens. Most of them were classics. 

Mr. THompson. We have translated a great many anti-Communist 
books, such as General Dean’s book called The Strange Alliance— 
books which have exposed the Communist system. 

Mr. Rooney. I would not want it to appear from my short remark 
of a few moments ago that I thought the information program had 
gone to pot in Austria after the State Department took it over from 
the Army. The Army captain who was there in 1947, whose name | 
do not recall, seemed to have unusual pep and original ideas which 
were not the custom at that particular time all over Europe. Evi- 
dently he started a system which has paid off over the years. I think 
the State Department has done pretty well in carrying it forward 
since that time. He is a fellow, in my estimation, who is entitled to a 
lot of credit. I regret I cannot recall his name. 

Mr. Gary. Mr. Rooney and I were there together and we were 
very much impressed with the whole setup. We though it was one 
of the best we saw abroad at that time. We visited a great many 
of them, 

Mr. Rooney. I have been back there since the State Department 
has been in charge of it. 


USE OF INFORMATION CENTERS 


Mr. Tuompson. Just a typical figure will show you that in the 3 
months period ended December 31, 1952, last vear, 1,081,422 Austrians 
visited United States information cente rs in Austria and 450,000 books 
were lent to 107,000 registered borrowers. 

Mr. Gary. One thing that impressed me was the eagerness of the 
Austrians for the information. The city was under restrictions as to 
fuel and power and they could not turn on their lights until late in the 
afternoon. We got there late in the afternoon and it was quite dark 
in the room and yet there were a great many people sitting around 
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reading magazines and periodicals in the reading room without suffi- 
cient light. The lights had not been turned on. They seemed eager 
to get the information that was offered them. 


BASIS OF ESTIMATES FOR PUBLIC AFFAIRS ACTIVITY 


Mr. Davis. On this public affairs activity, I am having trouble 
finding the breakdown on which these estimates are made. 

For instance, referring to the tabulation which appears on page 120, 
take for instance, the news, press, and publication activities. What 
is the basis on which that estimate is made and how do you distinguish 
between dollars and estimated shillings on that particular item? 

Mr. Transtrum. Taking the Wiener Kurier newspaper, for 
example, we expect that we will spend on it $203,654 this coming 
year for the purchase of newsprint. Another $36,000, roughly, for 
illustrating paper for the Sunday editions. 

Mr. ANDERSEN. In shillings? 

Mr. Transtrum. Yes in shillings. All these figures are in shillings. 
Approximately $276,000 is printing costs, the contracting of the 
printing. In addition to that, another $37,000 is for printing cost 
of the weekend or Saturday-Sunday supplement. $212,000 is for 
salaries and wages. 

About $144,000 is for a breakdown of other expenses, supplies, 
promotion, and miscellaneous expenses for running the newspaper. 

Now, the Wiener Kurier, therefore, as a whole, had expended upon 
it approximately $911,538 worth of schillings. 

There is a pamphlet program, the printing and distribution of se- 
lected pamphlets, that will cost $115,385 worth of schillings. 

Other news and press work, such as news services to put our services 
into other Austrian newspapers, approximately $123,077 worth of 
schillings. 

Book and magazine publication comes to $46,154 worth of schillings. 

That is a total of $1,196,154 worth of schillings, which is the figure 
that you will find on page 118 under the ‘“‘Schilling’’ column for ““News, 
press, and publication activities.” 

Mr. Davis. Where does the 102,000 schillings in dollars come in? 
How do you draw the line between the two? 

Mr. THomprson. We buy everything we can in schillings. There 
would be some dollar expenses. Can you give me an example of 
those, Mr. Transtrum? 

Mr. Davis. Use this specific case. 

Mr. Transtrum. Free-lance talent fees for correspondents in places 
other than Austria. We might want a story of the British coronation 
and we cannot pay those people in schillings; we must pay them 
in dollars. 

Then there is the AP, the UP, and the INS news service for which 
we must pay in dollars. 

There is certain photographic equipment that we might purchase 
in Switzerland or Germany, and we pay dollars for that. 


RECEIPTS FROM SALE OF NEWSPAPERS 


Mr. AnprERSEN. If you will permit, what do you do then with 
the receipts so far as this newspaper business is concerned? 
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Mr. Transtrum. The receipts from the sale of the newspapers 
are collected as schilling receipts because they are sold on the streets 
to the Austrian people who have the schillings. Those schillings are 
picked up into our accounts and are used as a part of our sc hilling 
requirements for the next fiscal year. They are picked up in our 
accounts as a business income. 

Mr. ANpreRSEN. Is that one of the three sources of schilling income 
that you referred to previously. 

Mr. Transtrum. That is right, sir. The income from operating 
these enterprises like the radio network and the Wiener. Kurier 
accounts for approximately $1,500,000 worth of schilling availability 
for 1954. The other part, as I stated, comes from the counterpart 
funds. 

Mr. ANDERSEN. In other words, there is quite an offset for this 
large expenditure of $1,196,000 in schillings. 

Mr. THompson. There is. The Wiener Kurier has an income 
estimated this year of $930,000. It almost pays for itself except for 
three American salaries and the administrative costs that go into the 
regular Embassy. 

Mr. ANDERSEN. There is nothing in the budget here to show those 
receipts. 

Mr. Tuompson. No, sir. 

Mr. AnpErsEN. I think that you gentlemen ought to bring that 
out more clearly. I gather you are using some of these schillings as 
a revolving fund from year to year. Is that what it amounts to? 

Mr. Tuompson. Yes. 


RECORDS OF INCOME AND EXPENSES 


Mr. Davis. Do your accounts show with respect to each of these 
activities how much income you have against your outlay? 

Mr. THompson. There are only two major ones, the Wiener Kurier 
and the radio. Those are the two big ones. As 1 said, $930,000 for 
the paper and around $600,000 for the radio, from the listener’s fees. 

In addition there might be some ve ry minor income from the sale 
of pamphlets. That would be very small. 

Mr. Wixiser. Our books of account show all sources of revenue 
and purposes of expenditure. 

Mr. Davis. Against each separate operation? 

Mr. Wivser. Against each separate operation. 


COMPETITION WITH AUSTRIAN NEWSPAPERS 


Mr. Davis. Are the prices of your newspaper, for instance, com- 
petitive with the independent newspapers published in Austria? 

Mr. Tuompson. Yes. We sell at exactly the same price as the 
other newspapers. There is a newspaper association, and by agree- 
ment they figure the price and we sell at exactly the same price as 
they. 

Mr. Davis. In addition to your actual publications, you make every 
effort, as I understand it, to get information published in the independ- 
ent Austrian newspapers. 

Mr. Tuompson. Yes. 

Mr. Davis. What sort of reaction have you been getting from them, 
since on the one hand, you are competing with them as a seller of news- 
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papers, and on the other hand, you are attempting to get them to use 
the same information from the same sources in their newspapers? 

Mr. Tuompson. I can mention, I believe, some 600 articles which 
were identified in the Austrian press last year that we supplied. I 
would like to make one little remark off the record, if I may, on this. 

(Discussion off the record.) 

Mr. Davis. Would your records show what kind of balance you 
had last year with respect to this newspaper publication? 

Mr. THompson. | can give you the current estimate. 1 think I 
have already mentioned the figure of $930,000 income. There is 
$923,000 operating cost. To that you would have to add the salary 
of three Americans and you would have to add the administrative 
support that the mission as a whole gives to the paper. That is fairly 
large, 1 must admit. For example, the delivery trucks and the chauf- 
feurs that operate them would be carried op the administrative budget. 
{part from that administrative support, the actual operating part of 

e paper actually supports itself, 


SCREENING OF AMERICAN MOVIES 


Mr. Davis. Who makes the decision with respect to the American 
movies that are furnished for use in Austria? 

Mr. Sims. Most of the films used in Austria are acquired or pro- 
ves by our international motion picture service here in the depart- 

the ILA. Those screenings are made here by people who know 

some aah ig about the Austrian program and then the people in Austria 

are given an opportunity to look at the prints to decide whether they 

in fact be useful in Austria. If they would be useful we would 
‘orward copies. 

Mr. Roserrs. Synchronization is done on the spot in Austria. 

Mr. Davis. Do you have complete control over the so-called public 
affairs activities in Austria? 

Mr. THompson. Yes. I meet almost daily with the public-affairs 
officer and also keep in touch with it through other senior officers on 
my staff. For example, my political officers will meet with them to 
make sure that the line they are taking is in accord with our policy. 
So, on all levels we have that interlacing, and it is operated as one 
operation, the whole mission. ‘That applies, incidentally, to all our 
other operations, including the MEC. We have complete integration. 
The MEC (Mission for Economic Cooperation) is what we call the 
MSA. We have a complete integration. 


RELATIONSHIP WITH INTERNATIONAL INFORMATION ADMINISTRATION 


Mr. Davis. How does the international information administration 
mesh with your setup in Austria? 

Mr. Tuompson. We have, of course, a great deal of backstopping 
from them. We get policy guidance furnished to us from them and 
from the Department in general. I am not sure how those cables are 
cleared. When a news story breaks we get guidance on how it is to 
be treated so that it will be in accord with the policy decisions. 

Mr. Davis. Does it amount to anything more than a suggestion? 

Mr. Sims. No. That guidance is in the form of policy instructions, 
sir, 
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Mr. Davis. My question was as to whether that amounted to 
anything more than a suggestion; and you said, “No.” 

Do you mean that that is all it is, just a suggestion? 

Mr. Sims. The kind of guidance given is in general terms on a 
worldwide event of great significance. The United States has a 
certain reaction to it. Then the guidance is in general terms—this 
is the way we look at this event. How that fits into Austria and how 
the people in Austria see fit to apply is something that the Ambassador 
has fully within his discretion. But the general policy line is estab- 
lished by the Department, and that is in that sense an instruction 

Mr. Davis. And in the Ambassador, or his representatives, rests 
the power of a complete veto? 

Mr. Tompson. In a negative sense, that is correct. We would not 
positively come out and say something that they had suggested would 
not do unless we went back and explained our reasons. In a negative 
way, if it is bad in Austria, we would consider, or I would consider, that 
I had a right to suppress it, and that does happen. 

Mr. Davis. Do you or your representatives have what amounts 
to a censoring service with respect to film activities? 

Mr. THompson. Yes. 

Mr. Davis. Do you make it a practice to exercise that authority 
with respect to suggestions that might be made for film presentations 
from the ILA? 

Mr. TuHompson. Yes. We would be limited there somewhat by 
the expense that might be involved. There might be a film—and | 
am sure there are some cases—that would not be well adapted 
Austria, and we have, sometimes because of the expense, taken the 
choice of showing it pretty much as it is. But we can make some 
changes. 

SUPERVISION OVER EXCHANGEES 


Mr. Davis. What actual practical supervision do you exercise 
ever the persons brought to Austria or brought from Austria to this 
country under the exchange program? 

Mr. THompson. We center that in the Fulbright Commission on 
which we have both Americans and Austrians. Those are selected 
by these joint committees. If it is not the Fulbright committee 
itself, we have what really amounts to subcommittees which we 
appoint. We pick panels. Those panels are then sent back here for 
final selection. We actually select the panels and the candidates 
usually by competitive examination at the high school and college 
level. 

Mr. Davis. Do all those come from the American zone? 

Mr. THompson. No. Some come from all of the zones. There 
are very few from the Soviet Zone. 

Mr. Davis. Do we have a showing here as to the approximate cost 
per student per vear? 

Mr. THompson. It would vary a great deal in each case. In 
some cases we supply only their transportation over. Some have 
scholarships. Others will have arrangements set up here where they 
can work on the side and go to school in their spare time. Some are 
actually teachers who are paid here. They are exchange teachers. 
They will be paid what the American teacher was paid that was 
replaced. The average would not be too meaningful. 





Mr. ‘TrRanstruM. | can give you some figures on that. We figure 
on round-trip travel for a student at $450. Travel allowance per 
diem during travel would be about $80. The maintenance contri- 
bution is $15 a month for 10 months, which would be $150. Travel 
within the United States to the particular school or location where 
they are assigned would be another $120. Books and incidental 
xpenses would be $50. Administration of the program by the 
sponsoring organization would be a fee of $150. That would average 
out about $1,000 per student for a 10-moath tour 


USE OF SHILLING INCOME 


Mr. Gary. One question with reference to the shilling income: As 
[ understand it, that is added to your fund, the shilling fund, and is 
used to take care of other general expenses in Austria, and by reason 
of the use of that fund, you request less in dollar appropriations for 
this year? 

Mr. THompson. No. 

Mr. Wixisper. That was true up until the 1954 budget, when there 
vas adopted the policy of the Government providing dollar appro- 
priations for all purposes, including the counterpart or credits. That 
is true of all except for the Fulbright program, where we do have free 
use of the local currency in addition to the dollar appropriation. 

Mr. Gary. You use the dollar appropriation to buy the shillings? 

Mr. WiLBer. Yes. 

Mr. Gary. You buy shillings and use them for this purpose 

Mr. Witser. That is the plan for 1954. 

Mr. Gary. But you are speaking now, so far as accounting is 
concerned; your request shows your entire expenditures. 

Mr. THompson. Yes. 

Mr. Gary. But a part of those expenditures will be paid with 
shilling income? 

Mr. Witper. Yes; we will have to buy the shillings from the 
Treasury with appropriated dollars, and the miscellaneous receipts - 

Mr. Gary. And the receipts that you take in will be deposited in 
he Treasury? 

Mr. Witser. Not exactly. We will buy dollars from the Treasury; 
the Treasury will give us the shillings in exchange. 

Mr. Gary. I understand. 

Mr. Wixser. So those receipts will go into miscellaneous receipts 
of the Treasury. 

Mr. Gary. But your receipts now from the sale of publications 
will go into the Treasury? 

Mr. Wixser. Yes; by transferring dollars to the Treasury for 
shillings. 

AMOUNT OF 1952, 1953, AND 1954 BUDGETS 


Mr. Rooney. I want to be sure I understand this budget, wherein 
we are concerned with taxpayers’ dollars. It would appear that in 
1952, the budget for the year previous to last July, the amount 
expended in taxpayers’ dollars for Austria was $4,506,912 as compared 
to the budget here beginning last July, to wit, 1953 fiscal year, in the 
amount of $3,913,995. Is that correct? 

Mr. THompson. Yes. 
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Mr. Roonnry. That would be a reduction of 13 percent as between 
a year ago last July and last July. And am I correct in saying that 
the 1954 budget, the one which is now before us, is in the amount of 
only $325,467 less than the amount of the budget that went into 
effect last July 1? 

Mr. Transtrrum. Yes. 


DOMESTIC COSTS 


Mr. Anprersen. Mr. Ambassador, will you discuss briefly the 
domestic costs? 

Mr. THomvson. May I call on Mr. Pollack, Deputy Executive 
Director for European Affairs, to present that? 

Mr. ANDERSEN. Certainly. 

Mr. Potiack. Mr. Chairman, the domestic item is made up of two 
elements: One, the reimbursement for support services, which support 
three individuals in the central personnel organization of the Depart- 
ment of State, which handles the recruitment of the personnel for 
Austria. 

And one person in the Office of Budget and Finance; four persons 
in the operating facilities organization, 1. e. communications and code 
and procurement activities. 

In addition, there are three positions in the Legal Adviser’s Office 
supported out of reimbursements for support services 

Mr. AnpEersEN. Mr. Pollack, you are requesting $214,550 for this 
purpose. What are the duties of the 27 people engaged in this par- 
ticular category? 

Mr. Potiack. It is actually 29 positions we are referring to, with 
2 lapsed positions. So I will speak to the 29. 

Mr. ANDERSEN. Very well. 

Mr. Potuack. Fourteen of the twenty-nine positions are in the 
3ureau of European Affairs. Eight of those are in the Office of 
Western European Affairs, and in effect constitute the personnel we 
have available on the Austrian desk, consisting of 2 economic officers 
and 3 political officers, and secretarial and clerical assistants. 

Two of the fourteen are in the Office of the Executive Director of the 

3ureau of European Affairs. They are the people who are responsible 
for the administrative and budget backstop of the Austrian activities 
in general. 

Mir. ANDERSEN. I notice since 1952 you have made a reduction of 
only 2 people in this item; that is, you have reduced the number from 
31 to 29. Is that in line with the general reduction for the entire 
program during that time? 

Mr. Potiack. I would say with respect to this program we have 
always kept a tight domestic staff and the ability to reduce the depart- 
mental staff is rather limited. 

And may I add that there are 3 in the messenger center, and 1 in 
public affairs administration, on the information side of the Depart- 
ment. 

Mr. AnpersEN. If there is nothing further, we thank you very 
much, Mr. Ambassador. 

Mr. Tuompson. Thank you. 
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Mr. CanriELp. The meeting will now come to order for the purpose 
of hearing the request of the Export-Import Bank of Washington 
for administrative expenses for the fiscal year 1954. 

We have before us as witnesses, Gen. Glen E. Edgerton, chairman; 
Mr. Lynn U. Stambaugh, vice chairman; Mr. Walter C. Sauer, 
vice president; Mr. Sidney Sherwood, secretary; and Mr. Frank 
Walsh, Chief of the Accounts Division. 

General, before we call upon you for a statement, may I say this: 
Since you are the new Chairman of the bank and you have been serv- 
ing for a short time, while all of us on this committee know of your 
distinguished career in Government, we think it proper at this tim: 
to ask you, if you will, to make a brief statement on your experiences 
in Government. 


BACKGROUND OF GENERAL EDGERTON 


General Epcrerron. Thank you, Mr. Chairman. 

I am a retired officer of the Army, major general on the retired 
list. I was born in Kansas; educated in the public schools of Kansas, 
Kansas State College, and the United States Military Academy at 
West Point, from which I graduated in 1908. 

I entered the Corps of Engineers upon graduation from the Mili- 
tary Academy as a second lieutenant. I served continuously for 45 
years, including my cadet service, short of 2 months, in a wide rang: 
of assignments, even unusual, I think, for an engineer officer. 

My first assignment to duty was as assistant engineer in the Isthmus 
of Panama, in the construction of the Panama Canal. Subsequently 
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I served as chief engineer of the Alaska Road Commission. I served 
in the Mexican Punitive Expedition. I served as division engineer of 
the 14th Division in command of various engineer troops during 
World War I. 

After World War I, | was director of sales for the War Department; 
and later chief engineer of the Federal Power Commission for 5 years; 
then assistant professor of engineering at the United States Military 
Academy for a year. 

| was district engineer at Rock Island, Ill., for 3 years; assistant to 
the chief of engineers in charge of river and harbor work for 3 years, 
I was assigned to the Panama Canal as engineer of maintenance in 
1936. I served 4 years as engineer of maintenance, then was ap- 
pointed Governor and served 4 years as Governor during the war 
period, 1940-44. 

[| returned at the end of World War II to take over the international 
division which was the military lend-lease division, and also had 

charge of the civilian supply in occupied territories. 

| went from that duty to the War Assets Administration as Asso- 
ciate Administrator in disposing of the accumulated surpluses of the 
war. 

| then went to China as the director of the China office of the 
United Nations Relief and Rehabilitation Administration. 

Returning from China in 1947, I became president of the Beach 
Erosion Board, and served on that Board until my retirement from 
active military service in April 1949. I then did some consulting 
ngineer work for a short time, and was appointed executive director 
of the Commission on Renovation of the Executive Mansion, and 
served throughout the construction period and closed out the business. 

In April I was nominated a member of the Board of the Export- 
Import Bank of Washington, and I was confirmed and took my oath 
of office on the 7th of April, and on that date the President designated 
me as Chairman, and the Board elected me as President of the bank. 

That brings me up to date, sir. 

Mr. Canrretp. That, General, is indeed a remarkable record, and 
as you related some of your experiences, I could not help but have 

‘thought, what a book you could write. 

General, are you now prepared to make a general statement in 

nnection with these requests now before us? 

General Epaerton. Yes, sir. 

First of all I would like to say—and I am sure I speak for the group 
that we consider it a privilege to appear before your committee and 
attempt to explain all the operations of the Export-Import Bank as 
fully as you desire. 

You have before you a pamphlet in which we assembled as much 
information as we thought you would desire, but since it was prepared 
two events have occurred: 


REORGANIZATION PLAN NO. 5 


First, the Reorganization Plan No. 5 of 1953, which does away with 


the Board, if approved, and substitutes three officers designated in the 


plan, House Document No. 135. This plan would make a very sub- 
stantial saving in the cost of the operations of the Board itself as 
distinguished from the rest of the staff, the saving amounting to some 
25 percent. Of course the effect on the actual operation of the Bank 
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is much smaller percentagewise, but it is a very substantial saving, 
which we estimate at $17,655. 


INSURANCE LEGISLATION AFFECTING BANK (Pp. L. 80) 


Second, I would like to bring to the attention of the commitice 
Public Law No. 30, 83d Congress, authorizing the Export-Import 
Bank to provide insurance not in excess of $100 million outstanding 
at any one time for the benefit of citizens of the United States against 
the risks of loss resulting from war or expropriation to tangible personal 
property of United States origin which is exported from the United 
States and is located in any friendly foreign country. 

[It is too early to predict with precision the administrative cost 
that may be necessary. With the reservation that the bank may later 
have to request additional administrative authorization on account o! 
this program, we are prepared to undertake the program without re 
questing an additional authorization for this purpose for the fiscal year 
ending June 30, 1954. As provided in the act, the bank proposes | 
employ private companies to act as its agents in carrying out the pro- 
gram in the field. Compensation for such services, however, will be 
more than covered by the premiums collected, and is not to be classi- 
fied as an administrative expense. 

I would like to say that the saving from the event first cited, the 
Reorganization Plan No. 5, we think will be sufficient—we hope it 
will be sufficient—to cover any additional cost that may be imposed 
by operation under Public Law 30. So at this time, although these 
events occurred since our estimate was submitted, we ask no change 
in the figure as submitted therein. 


I would like permission now to read this statement that I have pre- 
pared. 
Mr. Canrrevp. Please do. 


1954 BUDGET FOR ADMINISTRATIVE EXPENSES 


General Epcertron. I would like to make the following general 
statement in support of an allowance of $1,116,000 for administrative 
expenses for the fiscal year 1954. 

Provision for the bank’s administrative expenses does not require 
an appropriation but rather the establishment of an allowance or 
“limitation”? respecting the use of bank earnings for this purpose. 
The bank is requesting an allowance of $1,116,000 for administrative 
expenses for the fiscal year 1954. This amount is approximately 
1% percent of estimated earnings of $90 million for fiscal year 1954. 
The requested allowance represents a decrease of $9,000 under the 
current year’s allowance. 


INCREASED ACTIVITY OF BANK 


The increased activity of the bank and the wide scope of its lending 
operations is indicated by the fact that loans of $596.6 million were 
authorized during the calendar year ended December 31, 1952, and 
that outstanding loans and undisbursed commitments in 48 countries 
totaled $3.2 billion. But the dollar volume of credits does not 


indicate the full magnitude of the workload. These figures do not 
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reflect the work involved in analyzing and considering applications 
or credit which are ultimately disapproved. Frequently as much 
me is spent in study of such cases as is consumed in those cases in 
hich the applications are ultimately approved. Furthermore, the 
‘tal dollar figure of approved credits does not indicate the man- 
vurs consumed in detailed engineering analysis, balance-of-payment 
udies, analysis of financial statements, appraisal of management, 
nd on-the-site investigations abroad in connection with individual 

«lits. 

However, the above figures do indicate that the workload of the 

has continued to increase with the enlargement of the bank’s 

portfolio. This increased volume in addition to the broadened geo- 

raphic basis of operation has increased the work in loan adminis- 
ration. 

Field investigations of existing projects are required for the protec- 
tion of the bank’s investment and many applications for new credits 
equire on-the-site investigation. For example, the bank has cur- 
ently under consideration applications for loans amounting to ap- 
oximately $176 million for development of foreign sources of strategic 
nd eritical materials. Before decisions can be made on many of these 
ipplications field investigations will be necessary. The bank does not 
maintain any field offices abroad. 

The bank during the past calendar year authorized strategic and 
defense material credits of over $314 million. In addition it acted as 
agent in extension of credits of $44 million for production of basic 
materials abroad out of funds made available to other agencies for 
such purposes. Costs of these services are currently being absorbed 
within the bank’s administrative allowance. 

During the past calendar year representatives of the bank in carry- 

¢ on investigations abroad traveled to Afghanistan, Saudi Arabia, 
und Turkey in the Middle East; to Germany, France, Italy, and 
Spain in Western Europe; and to Canada and most of the countries 
of Latin America. These investigations at times required 6 to 10 

embers of the bank’s staff to be in various parts of the world. It 
s worth noting that the total staff of the bank, including the clerical 
aff, is only 138 at the present time. Based on its experience of 
last 19 years the bank has concluded that it is not only more 
conomical but also more effectrve to send representatives abroad 
rom time to time to make inspections and investigations rather 
han to maintain field offices or permanent representatives abroad. 
{nother reason that the bank finds it possible to operate with a 
latively small staff is that it utilizes, as much as possible, the 
acilities, both in Washington and abroad, of other agencies such as 
ie Departments of State, Commerce, Agriculture, Treasury, the 
ureau of Mines, the Bureau of Public Roads, as well as international 
rganizations and commercial banks. Administrative services such 
as multilithing and photostating are performed on a reimbursable 
basis by other departments at a considerable saving. 

In addition to the bank’s funetions under the Export-Import Bank 
_ of 1945, as amended, and its activities under the Defense Pro- 
duction Act as mentioned heretofore, the bank acts as agent for the 
Mi itual Security Agency in connection with loans and guaranties 
under provisions of the Mutual Security Act of 1951. Although the 
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act provides that the bank shall be reimbursed for these servic 


experience of the past 4 years has proven that this arrangement ha 
definitely increased the general workload of the bank beyond tl 
point that reimbursement is practicable. 


FINANCIAL OUTLOOK 


nn 
al figures representu 


re found in t] 


‘ ~ 4 1 > 
1954 are estimated at $464 


should total approximate! 
eal vear 1952 was $5] 
Hion and $58.6 million in 
the bank will have on 
d commitments total 
yroperly commitmen 
Lae juately the volume ) 


ately 


e $41 billion of pub 


Chairman, that in addition to thi 
of at the beginning, there hav: 
things which affect the administrative expenses {0 


lot anticipate d earlier. 
RENT 


One is the increase in the rental rate for the space we occupy 
the Reconstruction Finance Corporation Building, a matter of about 


$30,000, which we will have to cover, not previously covered. 


SECURITY PROGRAM 


Another item is the new security program, which requires an inves- 
tigation of all personnel who handle confidential material or materia! 
of a high security classification. The procedure for that is establish: 
by an Executive order, and we are required to have the investigatior 
made by the Civil Service Commission at a cost, I believe, of $230 
per person. It affects about 85 persons and will amount to an add 
tional $20,000. That was not anticipated in these figures. 


REVISION OF ORIGINAL BUDGET 


Furthermore, I would like to say that in the Board’s original 
preparation of its budget, it provided for 18 more people than 
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now The Board the iv@ht that number of additional personn ] 
very desirable, and was really required in its 


busimess and 1in- 
iIved no extravagance or , ut resp nding 


ce all expenditures as mM , as possibl CONS! 
siness, the Board revised its figures to those submitted 
With that general stateme) ve invite attention to furthe 
his pamphlet before [. a we 
tions that arise in 
thought it desir: 


1? ] 
shai ) clad to answel 


read the next section 


in detail 


COMPARISON OT! AND 1954 


VFIELD. Without objection, the table on page 6, 
leet for administrat expenses * and also the 
Lement pertam) 


record at tl 


10, OO 


0.04 
Sos. OOF) OO) 


ADMINISTRATIVE EXPENSES 


Out of funds available to the bank there is required to take care of 
ministrative expenses the amount of $1,116,000. The composition 
his figure, by “objects of expenditure,” is reflected on the opposite 
re The total expense represents only 1.9 percent of estimated net 
fits for the fiscal vear. 

\s set forth in the first section of this presentation, there has beer 
ynificant increase in the workload of the bank which has developed 
m several causes. As new credits are established in the regular 


irse of the bank’s business, they of course represent constant 
iditions to the existing portfolio and to the workload of loan admin- 


ration in all its aspects In the past couple of years a new factor 
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has entered the workload picture, namely, the responsibility fo) 
financing the production abroad of strategic materials which ar 
critically necessary to the defense program. Added to these develop 
ments is the fact that the geographic scope of the bank’s activiti: 
has been constantly broadening. The bank now finds itself active! 
concerned in 48 countries in Latin America, Western Europe, 
Middle East, Africa, and the Far East. 

A workload which never reflects itself in loan statements is that 
performed where loans are not made, that is, in the eases of dis 
approved applications. In these situations at least as much tin 
of staff members is spent in the exhaustive study of the projects in- 
volved as in the cases where applications are approved. 

In the management of the funds entrusted to the bank, the Boa: 
of Directors deems it essential to provide sufficient administrativ: 
controls to assure the best use of such funds and to minimize risks 
of nonpayment of principal and interest. The bank continuall 
— to function with all possible economy without sacrifice to 
efficiency and effectiveness. The need for maintaining the highes 
degree of care in making and administering loans cannot be ove 
emphasized when considered in the light of contemplated lendin 
transactions during the fiscal year 1954, estimates for which indicate 
disbursements and collections of approximately $960 million a1 
loan commitments of $4 billion on the books of the bank on June 30 
1954. 

REORGANIZATION PLAN NO. 5 OF 1953 


Mr. CanFietp. General, you have told us about the Reorganizat 
Plan No. 5 of 1953, relating to the E xport-Import Bank of Washi 
ton. I ask now, what is to be the tenure of offi e of the Managi 
Director and the Deputy Director of the Bank? 

General EpGrrron. At the pleasure of the President, 
fixed terms are established in the plan. 

Mr. Canrietp. We understand from your testimony that, lookir 
ahead, you feel that this Reorganization Plan will lead to reductions 
in administrative expenses? 

General Epcerton. Yes, sir. We think it will make a reductio1 
of $17.655 as soon as the plan is effective. If it is effective the firs 
of the year, it will make that reduction from the first of the vear 
year. lt will not have a very material effect on the rest of the sta 
It is a large percentage saving as far as the Board itself is concern 
but not so far as the staff is concerned. We see no change in tl 
staff as it is now constituted, but of course it will be the endeavor 
the Board, and of the new officials, I am sure, when appoint 
to make every saving they can through reductions in personne! 
If reductions can be made consistent with good business practices 
we will feel duty-bound to make them. 


INSURANCE LEGISLATION AFFECTING BANK (PUBLIC LAW 30) 


Mr. Canrietp. Insofar as Public Law 30 of the 83d Congress, y« 
have indicated that this act will impose a greater workload on thi 
Bank, but that you believe that currently you can carry on without 
any further requests? 
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General EpGrrtron. We will try to carry on without any further 
quest. It may be necessary to set up a small insurance unit, but 
are hoping the existing staff can carry the workload. 


TRAVEI 


Mr. Canrretp. Do you anticipate that this new work might add 
» your travel item in any way? 
General EpGrerron. No, sir, | do not think that will add much to 
e travel item. I think the travel item, however, is verv small. 
[he policy—which I think is a very good one, and which I did not 
tiate, it was there when I came—of not maintaining field offiess 
road is very ecoromical. If you establish field offices you have the 
penses of rentals and attendant expenses in a foreign country, and 
Lhe pe rsonnel, after a tew months in the new location, become un- 
familiar with the developments in the Bank, and we have to send 
mmeone out or bring them back to instruct them as to the latest 
evelopments. So we think it is better te send people out from time 
o time to take with them the latest information and to brine back 
nformation. I am satisfied it is a very effective way of doing it 
It does involve a very unusual travel expense, and we have pared 
hat down, I think, more than it should be, but we will try to keep 
thin the amount requested. 


USE OF SERVICES OF FEDERAL AGENCIES ABROAD 


CANFIELD. When you send experts abroad, you indicate vou 
not send them over in numbers, and you are also able to use the 
ces of Federal agencies established abroad What agencies are 
sed, and to what extent, General? 
General EpGerton. The ones I think of immediately, used in the 
of representatives of the bank, are Bureau of Public Roads 
perts in certain countries in connection with other programs, and 
itilize them as fully as we can. 
Mr. CANFIELD. How about representatives of the State and Treas- 
Departments? 
General Epgerton. They give us, of course, much useful informa- 
yu and much help, but generally they are not the kind of technical 
personnel that we send out. But they do collect information and 
nd it back, even without our travel to the foreign countries; and 
vhen our representatives go to foreign countries they always check 
u with the Embassy or other United States representatives and get 
their assistance and advice and information. 


ING AUTHORITY AND COMMITMENTS 


Ir. CANFIELD. The total lending authority of the bank at present 
1.5 billion? 
neral EpGertTON. Yes, sir. 
CanFieip. Of that amount, how much has been committed? 
General Encrrron. Roughly, | remember it this way, that we have 
$1 billion left uncommitted. That isin a very round figure. We have 
$4.5 billion lending authority, and approximately $1 billion remains 
incommitted 
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Mr. Canrrevp. General, how much of the lending authority h: 
been authorized to finance the development of foreign sources and t] 
production of strategic and critical materials abroad? 

Mr. Suerwoop. $314 million in calendar year 1952. That was f 
defense projects for the production abroad of essential defense iten 


and strategic and critical materials. 
STRATEGIC AND CRITICAL MATERIALS PROGRAM 


vir. Canrretp. Will you give the committee a general statement o 
the strategic and critical materials program? 

Mr. Saver. Since 1950 we have increased our efforts, by way ol 
making loans, to develop so-called basic materials abroad for importa 
tion into the United States It has always been within the purvic 
of the bank’s operations to do those things, but since Korea we hay 
redoubled our efforts. 

We | ~taken two gener in f a ach to the problem. 

We make loa t of o1 mds. afte nsulting with other agen 
of a particular develo 
American compat 


"1c proce Ss! 


, We spl 

"| 
hpi l mangane project 
he Defense Materials Procuremé 
Hion of funds over and aboy« 


eal Site oie 
567 million will go into the dey 


nh agenev capaci 
a guaranty r' 
stance of the Atom 


Commission, { he production of uranium. We found w 


could make that loan to Australia without guaranty other than 


statement from the Atomic Energv Commission that it was importa 


to the Commission’s program for u anium production. 

We made loans of $62 million to South Airica on the guaranty o! 
of the Commission [ say guaranty The Commission talked to 
appropriation committee about the program for production 
uranium, and the appropriation committee approved it, and_ th 
suggestion was made that the Commission use the bank to make th 
loans with the guaranty of the Commission. We act as the banking 
agent, the fiscal agent, in setting up the loan 
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PERATIONS OF EXPORT-IMPORT BANK CONTRASTED TO THOSE OF RFC 
General, because of the confusion that 
basis of your opel avlions 


loan Ing? ac rencies of our 


Mr. CanFievp. Right here, 
Members’ minds as to the 
the RFC and other 
rood enough to differentiate those 
referred to the 


xists In some 
ontrasted to those of 


| wonder if you will be C 
this point. Mr. Sauer 


in South America and loans made 
the RFC has some foreign 
this point, if you will, to 


(,overnment, 
ograms for the record at 
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that locale. If | am not mistaken, 


perations. I think it is important at 


fferentiate between these 
Mr. Saver. I think I am correct 
1446, has had no authority to make 


programs. 
when I sav that the RFC, since 


loans abroad. They had a loan 


Canada prior thereto, to Steep Rock lron Mines for $5 million. 
\fter 1946 it was determined that another $5 million was needed, and 

made that loan, with the result that the RFC and the Export- 
Bank are partners as creditors in the enterprise. 
the RFC has no other foreign activities with 
authorized by the ongress 
is still on the books of the REC 


\ lopment in Central America { am not 
tain of the untr Over and above that, the RE \ 
‘and ours have been solk ly 
_so there 1 rent r-cut line of dem: reation except 
oned Ve,on our part, have never made ¢ 


port 
lt is my impression 
oO exceptions, both 

to the Philippines, which 


1 ! 
ris an a&vaca ae 


One was a loan 


hy ‘OT sol | 
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ood enough té ior the commuttee the so-called 
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wN. L will undertake 
| Bank for Reconstruction 
under the vip of a Board * Directors mace 
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Lees, 
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to governments or with Government guaran 

| authority of the Export-Import Bank is concerned, 

is broader. country or to their nationals, 

tions or to individuals; and of the 2 it is the only 1 that 
International Bank. 


) corporat 
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»ILIS financed 


Another difference is that the International Bank, whil 
1 \ the member countries initially, plans to draw and does draw a large 
rom the public investment market. It 
and its supply of capital is limited 
The Export-Import Bank is an 
It expends money only originally 


All its sources, i C luding its 
United States, and 


ceS loans only 


So far as the lega 
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part of its investment capital 
lls its securities on the market, 

only by its ability to sell its securities. 
agency of the U nited States only. 


drawn from the United States Treasury. 
Treasury of the 
law which we have just men- 
borrowing authority 

r a total of $4.5 billion. 


auxiliary sources, stem back to the 


ts lending authority is limited by the 
tioned to its working ore al of $1 billion and 
from the Treasury of 3'4 times that amount, o 
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The essential difference might be summed up by saying the Inter- 
national Bank serves its member countries only, it serves them wit! 
private capital, and it is responsible only to its Board of Directors 
while the Export-Import Bank spends public money only, it is a: 
instrument of the United States, it has a definite limitation of author 
ity, and & primary charter to facilitate and finance the export-import 
trade of the United States. 

Mr. Canrretp. Did you say there were a few countries not mem 
bers of the International gy 

General Epaerron. Yes, si 

Mr. CANFIELD. A few eat 

General Epcrrton. A few. Perhaps these gentlemen could nam 
them I could not. 

Mr. CANFIELD. That is all right 


RELATIONSHIP WITH STATE DEPARTMENT'S POINT 4 PROGRAM 


What association does the Export-Import Bank have with the Stat 
Department’s point 4 program? 

General Epgurtron. It is only a cooperative arrangement. W: 
utilize their experts and advice when we can. We benefit directly 
from their operation because as a rule we are able to get technica 
assistance for our projects without compensation. 

Mr. Canrretp. And there is no overlapping or duplication o! 
activity? 

General Epcrerton. No overlapping at all, I think. 


INTEREST RATES 


Mr. Canrievp. General, on the sul bject of interest, it is noted 
the Fifteenth Semiannual Report to Congress for the period July 
December 1952, that the rates of interest vary from 3% to 5 percent 
Will you tell the committee how the rates are fixed and who are re- 
sponsible for establishing the rates? 

General Epcrertron. The interest rates are fixed on a number o 
broad considerations. ‘Two or three are primary. The money wi 
borrow from the Treasury at an interest rate is subsequently loaned 
at a higher rate to the borrower, which rate must be enough to cov 
the cost of the banking operation, including the administrative ex- 
penses are talking about now. It also must be enough to provid 
a reserve for possible losses. The bank now has a reserve amounting 
to approximately $300 million. Then it should be high enough to 
avoid the possibility of competing with private banks and, if possib le 
to induce their participation in appropriate loans, which the ban 
has been very successful in doing. Those considerations are con- 
sidered pretty much case by case. What is the hazard of the loan 
It is a governmental loan? Ordinarily a governmental loan is a little 
less hazardous than a private loan, and therefore a little lower rat 
is inorder. If it is a private borrower of the highest order of security 
perhaps a little less interest is necessary and appropriate than in th: 
case of a loan that has more hazards in terms of the credit hazards o| 
the borrower. 

in fixing rates the bank is also guided, under the present law, by’ 
the advice of the National Advisory Council on International Mon 
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y and Financial Problems. Where our course is not clear, we ask 
advice of the Council and follow it. 

Mir. CAnrreLp. And the rates are established by the Board? 

General Epcerron. The rates are established by the Board 


LOUNTS DEPOSITED TO MISCELLANEOUS RECEIPTS OF THE TREASURY 


\[r. CANFIELD, It is noted that the net income of the bank for the 
v fiscal year is estimated to be $58.6 million Of this amount, how 
ich is it estimated will be deposited in the Treasury as miscellaneous 
ipts? 
General Epcrerron. Well, there will be a dividend from the bank 
probably—depending on the judgment of the Board-——$20 million. 
‘ne remainder of that profit, probably, for the fiscal year 1954 will be 
ded to. the reserve, so that it is unlikely that much of that will be 
posited in miscellaneous receipts. 
\Ir. Canrtetp. How bout the current fiscal year? 
General EpGerron. Probably a similar dividend of $20 million, 
Mr. Sramnauen. That figure of $58 million for 1954 is net profit 
r paying into the ‘Treasury interest aggregating something like 
0 million. 


LOSSES 


Mir. Canrreip. General, what losses have been experienced in the 
npayment of principal and interest? Can this information be fur- 
shed on a year-to-vear basis? 
General Epcerton. The actual losses written off amount to 
79,500 and loans in defau fully reserved are only about $220,000. 
We have some loans that are not quite current in their payments. 
have not been accepted as losses so far, but if they should turn 
be losses they would amount to around $3 million principal 
DOU B5% million of unpaid interest, We do not accept those as 
yet. In several cases—there are six cases involved we are 
confident that what we are facing is just a deferment, and in 
others it is not so clear, but if they should all turn out to be losses, 
y would amount to $3 million of principal and $3% million of 
st 


») 


Vir. VuRSELL. That is covering a period of sey eral years 

General EnGrerton. Nineteen years. 

Mir. Vursevu. I think that is a remarkable record. And in the 
ntime there has been a great deal of money loaned? 

General EpGrerton. Yes, sir, $4 billion has been loaned. 


\ 


ir. SrAMBAUGH. That is the total amount of disbursements. 
horizations aggregate $6 billion. Of that $6 billion, approximately 
billion was disbursed. 


SUMMARY OF LOANS 


General Epcrerton. This table answers a good many of your ques- 
ons if you would like to have it inserted at this point. 

Mr. Canripip. Without objection that table will be inserted in 
cord at this point. 


nere 
The table referred to is as follows:) 
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Was 1 ngton, summary of loans J ine b. 1953 


LOAN PERIODS 


Mr. Canriretp. What is the period of these loans? 

General EpGerron. They vary from a short time on a straigh 
commodity export credit of 12 to 18 months, up to longer term develop 
ment loans that run from 15 to 20 years. That is another one of thi 
considerations in the fixing of interest rates. The length of the loan 
has a bearing on the interest rate. The longer the term, the highe: 
the interest rate. 

Mr. Vursety. Mr. Chairman, I wish at the proper time you would 
inquire into the loans of the Mutual Security Agency. 

Mr. CanFietp. Yes 


INSPECTION TRIPS 


General, a report has been made to the committee that on a numbe1 
of occasions 2 economists or 2 engineers have been sent abroad o1 
inspection trips, and the question is asked if that is considered to be a 
necessary practice? 

General Epcrertron. In certain cases we think it is very necess 
We just had two economists who went to Bravil for the purpose o 
assisting the Brazilians m making arrangements under the loan of 
$300 million recently authori’ed to make up arrearage in foreign ex 
change. Thev deal with high officials, and very important peop!: 
come to see them, and it is often necessary to have two people ther 

\ir. Canrietp. Off the record 

Discussion off the record 
Mr. SrampauGcnu. We have engineers with various specialties, an 


sometimes when 2 types of projects are involved 2 different types o 


engineers will ro alone to inspect them 
Mir. Canrretp. General, do civil service rules and regulations appl 
to emplovees of the bank? 


General Epcerron. Yes, sir. 
COMMUNICATION SERVICES 
Mr. Canrrevp. The justifications state that only the most ordinary 


types of communication are used by the bank. Do you police com- 
munications pretty well? 
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General Epcrerton. Yes, very carefully. Personally I examine the 
ong distance telephone calls monthly to see if any seem to be unneces- 
sary. So far | have seen two of those lists, and have never questioned 
nem. 

RECONSTRUCTION LOANS 


\M[r. CanFretp. Shortly after World War II the Export-Import 
Bank engaged in making reconstruction loans to foreign countries. 
Have any of these loans become due? 

General Epcrrron. Mr. Sauer can answer that. 

Mr. Saver. Following World War II the act of 1945 was passed 

hich authorized the bank to lend up to $3,500,000,000. In 1945 and 

146, the bank made a series of recoastruction loans in Europe. We 

ade three so-called lend-lease pipeline loans: One to France for 
$550 million; one to Belgium for $55 million; and one to the Nether- 
lands for $50 million. Those loans have been maturing since June 
946. They are 30-year loans payable semiannually. 

{part from those three, we made upward of $1 billion of general 
econstruction loans to France, the Netherlands, Belgium, Norway, 
Denmark, Greece, Finland, and Poland. They were generally 20- 
ear loans with maturities beginning in 1951. 

On both classes of loans interest has been due and has been paid 

miannually, 

NET EARNINGS 


Mr. Canrietp. In the hearings last year there was provided a 
tatement showing cumulative net earnings of the bank as of Decem- 
er 1951. Do you have a like statement bringing that information 


p to date? 
Mr. Watsu. Yes; we do. 
Mr. CanrieLtp. Will you insert it in the record at this point? 
Mr. Warsi. Yes, sir. 
The information requested follows: 
Cumulative net earnings of BE port-In port Bank to May 31 


, 
ed surplus: 

Reserved for future contingencies, May 31, 1953 $266, 3: 
Undivided profits, earnings July 1, 1952, to May 31, 1953 17, 


Total 
lends paid 
lo RFC on former preferred stock of bank 
To U.S. Treasury on present capital stock: 
July 31, 1951 $20, 000, 000 
July 1, 1952 _ 20, 000, 000 


Subtotal___- -_- exué 10, 000, 000. 00 
Total y 60, 905, 178. 04 


net earnings, Feb. 12, 1934, to May 
374, 409, 009. 45 


‘ir. CANFIELD. Mr. Gary. 
Mir. Gary. Off the record. 
Discussion off the record 
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RESERVE FOR BAD LOANS 


Mr. Gary. General, my understanding is that you have a resery; 
for bad loans of approximately $300 million? 

General Epcerton. Yes, sir. 

Mr. Gary. And that you have charged against that so far onl 
approximately $500,000; is that correct? 

General Epcerton. That is correct, sir 

Mr. Gary. That, in my judgment, constitutes a very excellent loa 
experience for this bank thus far. And, in addition to that, vou fe 
that in the main your outstanding loans are in good condition? 

General Epcrerton. Yes, sir. 


REORGANIZATION PLAN NO. 


Mr. Gary. General, will you give us a little bit more detail on this 
Reorganization Plan No. 5 


MEMBERSHIP OF BOARD 


You have how many members on the Board at the present time? 

General EDGERTON Five, one of whom Is @X officio the secretary I 
State Reorganization Plan No. 5 abolishes the Board and subst 
tutes for it three officials: the Managing Director and a Deputy 
Director to be nominated by the President and confirmed by thx 
at the compensation stated in the plan, and an Assistant 
Director to be designated by the Managing Director. Th 
will take the place of the 5 members of the Board 

Mr. Gary. Four of the five members ! 
employees? 

General Epcertron. Yes 

Mr. Gary. How much were they paid 


General EpGrertron. $15,000 a vear The 
$16,000. 


senate 


Mr. Gary. Those salaries would be abolished? 

General Epcrerron. Yes, sir. 

Mr. Gary. What would be the salaries of the new officials? 

General EpGerron. The Managing Director, $17,500; the Deput 
Director, $16,000; and the Assistant Director will be a grade Gs 
in the eivil-service schedule, which calls for a salary of $14,800. 

Mr GFARY. | believe you said the savings would be $17,655? 

General EpGrerton. Yes. 

Mr. Gary. What is the real purpose of this reorganization? 

General Epgrrron. The purpose is to improve the speed and 
efficiency with which the bank’s business is conducted and to abolis! 
an institution called the advisory board of the bank, with whom t! 
Board was expected to consult, and which had practically the san 
constitution as the National Advisory Council on Internationa 
Monetary and Financial Problems. The advisory board is abolish: 
under this plan. 

Mr. Gary. How many did you have on the advisory board? 

General Epcertron. The same as NAC; I think 6 or 7. In tl 
advisory board the President of the bank was chairman of the advisory 
board, but in the National Advisory Council, of the same members 
the Secretary of the Treasury was the chairman, so that the advisory 
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oard did not function materially as a board; the discussion was 
ilwavs with the Council. 

Mr. Gary. What does the Council do? 

General Epcerton. The Council considers the major problems of 
the bank, such as loans of great magnitude; what the interest rate 
hould be; they advise the Board in regard to the policy with respect 
to the different countries; with respect. to conflicts or coordination 
ith other agencies, including the International Bank. They are 
thorized to coordinate, and to coordinate means to give guidance 


ind prevent conflicts among the agencies they coordinate 
BLISHMENT OF INTEREST RATES 


Mr. Gar You stated a few moments ago that the rate of interest 
loans was established by the Board Who will establish the rate 
interest under the reorganization plan? 
General Epcrrtron. The National Advisory Council 
Mir. GARY W he) oO referred to the Board before vas that the 
visory Board? 
General EpGrrro meant the other Board. Under the law 
it is now, the Boare e jina! decision li makes the deetsion 
tio! wit the N ional Advisory Counce In cases of 
of the National Advisory Council 
Board has a full opportunity to have its views 
the conclusions of the Council, are the wisest 
in the future the managing director will 


[ter consultation with the Advisory Council? 


Ep@erron. Yes, and the reorganization plan emphasizes 


v of the Council in its function of advising the bank. 
Gary. I have thus far voted for every reorganization act that has 
een submitted, and | am thoroughly in sympathy with the general 
reorganization program However, I believe that the Kxport-Import 
Bank of Washington is one of the most efficient organizations in the 
Federal Government. I have been impressed in its previous appear- 
ances before this committee, with the efficiency with which the 
ank operates. I will go along with the reorganization, but I hope 
will improve that efficiency rather than diminish it. It seems to 
me, with the loss experience you have outlined, you are going to have 
difficulty in maintaining the efficiency of this organization, but | 
hope you can increase it 
General EnGrerron. That will be the effort, sir. I thoroughly agree 
with what you say. I had nothing to do with it, ] am new, but I 
think the bank is a fine organization and about as frugal as anv J] 
have been in contact with, and I have served with a good many 
throughout the Government service 


INSURANCE LEGISLATION (PUBLIC LAW 30 


Mr. Gary. What is the purpose of Public Law 30? 

General EpcGerron. That really was to make it possible for exporters 
to get some protection against loss of personal property in a foreign 
country in the event of hazards of war and confiscation. There was 
nothing to cover goods on consignment in a friendly foreign country 
after it left the ship, and this legislation was conceived to fill that gap. 
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It is not strictly along the line of this bank’s performance. The sug- 
gestion was made at the hearings on the subject that perhaps the 
Department of Commerce should have its authority extended. 

Mr. Gary. Private insurance companies will not write that? 

General Epcrerton. No, and we are enjoined not to compete wit] 
private companies. 

Mr. Gary. This law was approved May 21, 1953. How man 
applications have you received? 

General Epcrerron. We are not receiving them yet. We ar 
setting up the mechanism. That is why we do not know what 
administrative costs we will encounter. We will have existing 
insurance companies that write somewhat similar kinds of insurance: 
act as our agents. We are having consultations now, but we will 
probably have to have a small unit in our office to keep track of all 
this business 

Mr. Gary. What will be the policy so far as premiums ar 
concerned? 

General Epcerron. We have not determined rates yet. We are 
enjoined in the act to make it as self-supporting as possible. I think 
we can make it self-supporting except in the event of another world 
war. Of course it we have another world war we stand a chance of 
losing $100 million. 

Mr. Gary. Then your policy is or will be to adopt such rates as in 
your opinion will make it self-supporting on a peacetime basis? 

General EpGrerton. Yes, or on any basis short of a world war 
and if we find we cannot do it, we will have to report back to the 
Congress to amend the legislation. Our studies are not complete, 
but we believe we will be able to write this insurance. It will hav 
to be on a selective basis, however. But we think the law or] 
adequate authorization to write the kind of insurance we need with 
$100 million. We will not undertake to insure unusual type ship- 
ments. We intend to insure the kind of commodities that need this 
kind of assistance to permit them to move 

Mr. Gary. The act limits it to $100 million coverage? 

General EpGertron. Yes. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Canrietp. Mr. James. 


ry 


Ves 


RESPONSIBILITIES OF MANAGING DIRECTOR AND NATIONAL 
ADVISORY COUNCIL 


Mr. James. General, I am looking at the provisions of Reorgani- 
zation Plan No. 5, and section 4, under the title “Functions Trans- 
ferred to the Managing Director,”’ provides: 

\ll functions of the Board of Directors of the Expert-Import Bank of Washin 
ton are hereby transferred to the Managing Director. 

It is to be assumed that among the functions so transferred would 
be the establishment of general lending and other financial policies 
That is true, is it not? 

General Epcrerron. Yes. 

Mr. James. Yet, under section 5 that is retracted, and under th: 
title ‘General policies”’ it is provided: 
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[The National Advisory Council on International Monetary and Financial 
Problems shall from time to time establish genera! lending and other financial 
cies which shall govern the Managing Director in the conduct of the lending 

d other financial operations of the bank. 

Is that not a give-away and take-back provision, in a sense? 

General Eparrron. To an extent I believe it is, but of course it 
eaves the Managing Director with the authority and responsibility 
o do everything just as his judgment dictates except as he is influenced 
yy the National Advisory Council. It does not devolve upon it to 
ay anything excepl what it feels necessary to guide the Managing 
Director. 

Mr. James. Does it not substitute the National Advisory Council 
for the Board of Directors? 

General EpGrrton. No, I do not think it does. I think the power 
of the National Advisory Council to coordinate in the original law is 
very broad. tas cannot coordinate unless you can veto, so I think 
the plan emphasizes the authority of the National Advisory Council, 
but I do not think it changes it materially. 

Mr. James. And you do feel this change is a ood change? 

General EpGrrron. Yes, I think it is a good change. The old 
Board has a fine record, but I think this makes some economy avery 
arge economy so far as the Board is concerned—and I think it does 
facilitate and expedite the business of the bank. 

Mr. James. How is that National Advisory Council made up? 
Frankly, | do not know anything about it. 

Mr. Saver. The National Advisory Council was created under 
the provisions of the Bretton Woods Agreements Act. In that act 

was provided that the Council would be composed of the Secre- 
ary of the Treasury as the Chairman, the Secretary of State, the 
Secretary of Commerce, the Chairman of the Federal Reserve Sys- 

m, and the Chairman of the Board of Directors of the Export- 
Import Bank of Washington. 

Under the Economic Cooperation Act of 1948, the Economic 
Cooperation Administrator was added to the Council; and later the 
Mutual Security Director was put on the Council in place of the 
Kconomic Cooperation Administrator. Those six agencies are rep- 
resented today. 

Mr. James. So that no person on that Council would be a con- 
tinuing element of the Council. It is made up entirely of persons 
ho would probably be changed with a change of the administration? 

General Epcerron. That is right. 

Mr. Gary. As I understand it, the reorganization plan takes the 
\Mianaging Director of the bank off the Council? 

General Epcerron. That is right. 

Mr. Gary. The Council will be constituted exactly the same as 
before, with the Managing Director of the Export-Import Bank no 
longer a member? 

General Epcertron. That is correct. 


WORKLOAD UNDER DEFENSE PRODUCTION ACT 


Mr. James. What will be the bank’s workload for fiscal year 1954 
nder the Defense Production Act? 
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ER. We have applications we are giving serious consider 
amounting to $170 million of credits for the development « 
materials 
‘MES. Just bei ed at? Nothing has been approved 


approved $5 villion ' eredits certified 


TOC Ave The $170 milli 


workload under the Mutual Secu 


o predict, depending on the results 
this vear. We are, the agent fi 


abroad and before that 
he Economic Cooperati 
de under that act 
Washington Loan « 


ave been made as age) 


Aveney 1n issuing t! 
| now we have tssu 


do you use the sa 
inary loans to natiol 
particulars that 
borrower is speci 
We do not investigate the ne 
is th responsibility of MSA 
there. My question should go 


vent for MSA? 
from funds voted by the Coner 
, We act as the agent in setting 
direct us to make the loan and furnish the fund 


ces do you act as ag 


: and we act as the banker in the transaction. 
What amount was authorized for Spain? 
rR. $62.5 million was specifically designated for loans to 
We set that up as agents for ECA. The second appropria 
tion for Spain, $125 million, has not vet been made available t: 


| 


The first $62.5 million has been set up by the bank and 
| , 


part has been disbursed. 
Vurseiu. These loans under the direction of MSA are ge! 
to the Government, they are not to individual organizatior 


aranteed by the Government? 

Mr. Saver. They are all direct governmental loans, except som: 
under the Spanish credit which we set up in favor of individual i 

dustrial firms. In the case of the Spanish $62.5 million, the ind 


\ idual private loans were ouaranteed by the Government. 


gu 
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ir. Vursevu. In other words, the foreign governments cuarantes 


e loans? 

Mr. Saver. Yes. 

Vir. Vursevtt. How much? 

\ir. Saver. $1,528,000.000 of loans have been made by the bank 
agent for ECA and later MSA out of funds transferred to the 


those agencies, which funds in turn were appropriated by 


under the two acts 


sELL. That 


\DMINISTRATIVE EXPENS 


CANFIELD. General, taking up the various 


} 
: ’ 
noted for personal services you request $93 
alaries and wac¢es and earned accruals for ann 
. 1 
Cost l fis 


1 
{ 


LD that portion 


ns rted in the ree 


1 to follows 


il 


1954 ane 


TRAVEL 


Orn 


Mr. Canrietp. For the item of “Travel,” the request is for $53 ,25\ 
Is that the same as last vear? 
General Epacerron. That is 
is year. This is an awfully conservative figure. 
Mr. Canrietp. That portion of the justification on travel will be 
nserted in the record at this point. 
The matter referred to follows: ) 


1 little less than we actually will spend 


TRAVE! 


Travel is a particularly important item in the budget by virtue of the fact 
bank does not maintain any field offices and, as the portfolio of the ba 
its field of operations widens geographically In the consideration 


5121 53 pt. 1 14 


Lm | 
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potential credits and the proper administration of actual loans, travel must | 
performed to protect the bank’s interests and to minimize developments whic 


The travel consists of surveys and project inspectic I 
abroad related to specific loans and loan applications, and the scope is worldwidk 
On the domestic side it includes trips for the purpose of conferring with privat 
exporters and importers, and United States suppliers and engineer 
It will be noted that the amount required to cover travel expenses for t 
This amount is distributed as follows: 


might result in defaults 


Dbankers 


firms 
fiscal vear 1954 is $53,250 


Number of 


n-trips 


PYRANSPORTATION OF THINGS 
Mr. Canrigitp. The next item is “Transportation of things,” for 
which you request $1,000. 

General Epcrerron. That is a recognition that there may be som 
need to transport household goods of employees transferred to Wash- 
ington from field offices of other agencies; to make shipments of docu- 
ments, and so forth, between borrowers and the bank; and to move 
equipment within the bank. 

Mr. Canrietp. That portion of the justification dealing with trans- 
portation of things will be inserted in the record at this point. 

(The matter referred to is as follows:) 


TRANSPORTATION OF THINGS 


cost of transportation of household goods when er 
transfers to Washir eton from field offices 
re are shipments of documents, models, 
nk, which this object also covers It takes ca 
moving of equipment within the bank It is expect 


of $1,000 will be adequate to cover expenses of this naturi 


ar 1954. 


COMMUNICATION SERVICES 


Mr. CANFIELD. The next item is “Communication services,” fo1 
which you request $12,000. Is that the same as last year? 

General Epcrerton. No. That is a little more than last year. 

Mr. SHerwoop. It is the same as the revised estimate for 1953 
The actual for this year will probably be over $11,000; between 
$11,000 and $12,000. 

Mr. Canrretp. You feel you will need a little more than last year? 

General EpGerrown. It is a little more. 

Mr. Canrretp. The justification on communication services wil 
be inserted in the record at this point. 

(The matter referred to is as follows:) 
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COMMUNICATION SERVICES 


nly the most ordinary types of communication are used by the bank—tele- 
one, telegraph, and cable, and the mails. The cost of these services is reflected 
lividually as follows: 

ephone $9. 200 
legraph and cable 2” 9010 
tage 600 


Total 12. 000 
RENTS AND UTILITIES SERVICES 


Mir. CANFIELD. The next item is “Rents and utilities services 
(he request is for how much? 

General EpGrrton. $103,600. That is due to the increase in 
rental for the same space we are occupying now. The General 
Services Administration raised the rental rate to cover additional 
costs. It covers janitor services, utilities, and so forth. 

Mr. Canrieip. That portion of the justification on rents and 

lities services W ill be inserted in the record at this point 

The matter referred to is as follows:) 


{ENTS AND UTILITIES SERVICES 


bank is located in the Lafayette Building and until last year was on a single 

A gradual! « xpansion due to the increasing workload necessitated the acqui 

in the fall of 1952 of a modest amount of additional space which had 
budgeted for a vear before This partly accounts for the increase in rent 
year 1958 over 1952 (9 months of added space), and the further increas 

year 1954 over 1953 (a full year with the added space The bank has been 
fied by the Publie Buildings Service, General Services Administration, that t! 

| rate will be inereased effective July 1, 1953. At the present rate the per 
im rent on the space now held would be $72,850 At the increased rate tl 

annum rent becomes $103,600. It is to be noted that this amount covers al! 
arges incident to housing, such as light, heat, power, water, and maintenane 

i the salaries of elevator operators, guards, and char forces 


PRINTING AND REPRODUCTION 


Mr. Canrietp. The next item is “Printing and reproduction,” 
or which you are asking how much? 

General Eparrron. $7,000. That is slightly less than we will 
spend this year. One of the principal items is the printing of this 
semiannual report. We will attempt to make some economies in it 
this year. We expect to try to print the tables as offset. 

Mr. Canrie tp. The proper justifications will be inserted in the 

cord at this point 

The matter referred to is as follows: 


PRINTING AND REPRODUCTION 


Funds required under this object are normally to cover the expenses of three 
sses of items: 

|) Duplicating (multilithing and photostating), 
2) The semiannual reports to Congress, and 
3) Stationery, accounting forms, and the like. 

The cost under this object has been fluctuating in recent fiscal years between 
$6,000 and $7,000, and it is anticipated that the higher figure will be required in 
he fiscal year 1954, 
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OTHER CONTRACTUAL SERVICES 


Mr. Canriev_p. The next item is “Other contractual services,” fi 
which you are requesting $10,000; is that right? 

General EpGertron. Yes, sir. That is a little less than we hay 
been spe nding in times past. 

Mr. SHerwoop. The main items in this category are: Alteratio) 
in the buildin«, health services, maintenance of the bank’s ear, aj 


ebiit 


securitv mvestivations of personne | 
Mr. Canrietp. That portion of the justification dealing w 
other contractual services will be inserted in the record at this point 
The matter referred to is as follows:) 


OTHER CONTRACTUAL SERVICES 


g the staff car, repairs at 
ing services, and health services 
» been running between $11,000 and $13.500 f 
fiscal year 1954 it is estimated th this i 


& minimum ol 


l 


pplies and 


SUPPLIES AND MATERIAI 


po! ent-\ ’ experience as to net 
all kinds, it is estimated that exper 


1954 may rounded off at $11,000 


AND ASSESSMENTS 


Mir. CanFie_p. The next item is ‘“Taxes and assessments,” for whic! 


you request SOO 


General Epcerron. That, too, is explained in the justificati 


It is a requirement of law that we have to make these contributions 


Mr. Canerireip. That portion of the justification on taxes and assess 
ments will be inserted in the record at this point. 
The matter referred to is as follows: ) 


‘TAXES AND ASSESSMENTS 


Che total amount under this object, $500, is estimated as the requirement f 
deposits under the Federal Insurance Contributions Act covering the employment 
of nonstatus personnel, that is, those newly appointed to Government servi 
since September 1950 who are not eligible for retirement benefits. 


\NALYSIS OF BUDGET PROGRAMS 

Mr. Canrietp. General, under ‘‘Analysis of budget programs,’ 
read: 

General foreign le In fulfillment of its basic purpose of facilitating a1 


assisting both the export and import trade of the United States the bank extends 
(a) Credits for development projects abroad, generally those requiring America 
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vices and installation of American machinery which contribute to “the per 
anency of the foreign trade of the United States by increasing the econom 
tabilitv of the other nations of the free world 


Credits for the development and expansion of foreign sources of strat 
i critical materials essential to the defense st wckpile and United States industr 
general 

Credits for the purchase by other countries of United States staple com- 
dities such as raw cotton. 

Significant examples of economic de\ 

r 1952 are 2 f 


1O 


elopment credits authorized during fiscal 
r development and expansion of electric power facilities in Bra- 
ind the Philippines, amounting to $41 million and $20 million, respectively, 
{ 2 for expansion of railroad facilities in Brazil, totaling $15.6 millior The 
zilian power loan went to the Brazilian Electric Power Co., a subsidiary of 
(American & Foreign Power Co., representing investments by many American 
ckholders 

( imodity credits of $173 million extended 
hase of United States cotton by textile industries of friendly nations, th.is 
being equal to approximately 12.6 percent of the 1952 season’s exports \} 

g fiscal vear 1952. a credit of S10 million to the Federal Republi f (ret 7 

authorized for the purchase of United I 


dd States 


luring fiscal year 1952 were for 


tobacco 


Mr. Gary. Off the record. 
Discussion off the record.) 


Mr. CANFIELD. It has been suggested by Mr. Gary that the balance 
this analysis, beginning at . 7 to and including page 20 be in- 
erted in the record at this f also the tables. Without 
bijection it 1s so ordered 

The matter referred to is as follow S 


va 


Credits for defense pur poses 


Credits for defense purposes are established under 
he provisions of and from funds available to the bank under the Export-Import 
Bank Act of 1945, as amended, when it is determined that the loans applied for 
an meet the necessary credit requirements 
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bank’s contribution to the defense 
fiscal 


program amounted to $209.1 milli 
L’ ‘his amount covered loans for the production abroad « 
| 


al materials and for the production abroad of military end items for t} 
NATO defenss program 


esse 1 


Da aon credits for de fense Diu 


I 


Credit facilities are afforded small United Stat« 


inable to secure sistance from commerce 


his purpose averages about $200,000 a 


rgency ree { lion 


year 
and lend-lease termination credits The 
iropean cour s were disbursed during the years immediaté 

World War II, and the bank is concerned chiefly with effecting colle: 
principal and interest due 


Data on reconstr 


Ir 


Da aon le nd-lease 


Ly Of the l 


illion of lending authority under the Export 
Act of 1945, as amended, the loans outstanding at the end of 1954 
1 above, are estimated at $2,823.5 million and undisbursed commit- 
157 million A margin of $519.5 million of unused and uncommitted 


$4,500 n 


revised limitation of $1,116,000 is pro 
f $9,000 under the limitation of $1,125,000 


INANCING OPERATIONS 


Bank Aet 


Notes issued to the United States Treasury 
borrowing authority of $3.5 billion and outstanding as of 
million 


Actual borrowings and repayments on 
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1952 as well as estimates for 1953 and 
following tabulation 


. 7 f j 


ng financed yy mutual ecuriy and defense ime 


States Government pertaining to lending activities of t 
Security Act and the Defense Production Act 
of condition as of June 30, 1952, is repres 


issued nited States Treasury 


10. OO” 


sued by | Director 


for Keon ( oope rat 


PRODUCTION A { 


i by 
ling as of June 30, ‘ ‘hes ( s are rey 
related defense loa al ipated that u 
cover "s ‘ es and any losses pertair 


lé 7 CASUT 4 2 \ He 
Import Bank int ’ ted States Treasury as miscellane 
ting profits fre » bank’s regular lending activities as well ¢ 
ual security and defense operat shown i he follow 


OPERATIN( RESULT AND RETAINED EARNING 


he net profits the bank is currently paying a $20 mil 
ear to the Treasur . equal to 2 percent on 1ts capital rock of l 
emainder of the net profit, ranging from $31.8 to $38.6 million a year for 
rs 1952 to 1954, is added to the accumulated retained earnings ¢ 
ated to amount to $339 milli { »end of 1954, which will 


r future contingencies. 
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VANCIAL CONDITION 


were $2,358 million at the beginning of fi 


868.6 million at the end of fiscal vear 195 | 
n the loans carried in the bank’s portf 

States Government in the bank is estimate: 
consisting of $1,460.2 million of interes 


$4.4 million by the ited States Treas 


non-interes uring capital stock 


20), 000, 000 


$4. 700, 000 


2, 000, OO 
138, 000, 000 
200, O00 

, 500, 000 


800. 000 


100, OOO 


400, 000 


16, 350 
79, 416, 350 


12. 616, 350 
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port-I mpc rt Banik of Washinat n 


AND APPLICATION 
NE 30, 195 953, AX 
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ngton Continued 


CONDITION AS OF JUNE 0, 1951 


+ OF LOANS IN TERMS OF FRIENDSHIP AND GOODWILI 


Mr. Canrretp. General, in a general way I will ask you what c& 
vou feel these loans made in foreign countries such as I have just 





ndicated mean in terms of friendship for, and goodwill to, the United 
States of America? 

General Epcerton. Well, sir, | should say that they must mean a 
reat dea! to the United States. The loans, if wisely made—and we 
ttempt to make them wisely—are of great benefit to the country 
orrower not only in respect to the immediate needs but are of long- 
erm benefit as well. 

As a general policy—not adhered to in every 

paramount importance of other considerations 
oliey 


| > 
case because of the 


but as a genera! 
the loans are so made that they themselves will generate or 
save sufficient foreign exchange to pay off the loans and leave a 


.\dditional margin for the general benefit of the countrv borrower 
[| must concede that not all borrowers are extremely graieful, | 


hey should be, and I think the vigor with which the diplomat 
presentatives of other ceuntries urge the favorable consideration of 
he bank of applications indicates that the beneficiaries, not only 


1 borrower, but his covernment, are generally verv erateful 
the action taken 


ior 


cases the loans coniribute to bridging over circumstat 
most arduous kind In other cases they make it bl 
ral resources to bs developed that could not be arranged 
ut ou ASS ISLADC ‘| | 


phev also wtroduce 


possible 


mn certam 


} 


so well ce veloped, Ameri LnOW-low hat 


ah techniques o1 
t go to those countries without voverhime 


it pal IiIpatllo 
{ leration of each loa 


man, has the 
oiven D\ his repres 

orlance i) ic Depat rie 

the loan | W 


’ 
prised thi 


t of the loan 
ns a’e oO 
substantially in improving the ioreign cou 

owa4rd ie United States 
Mr. Canrietp. That is a1 ery eood statement, General 

Before we close, may | ask, do you have any immediate problems 
iat you feel should be reported to the committee at this time, any 


ng we have not covered in these deliberations today, on or off the 


ecord? 
General Epaerton. No, sir. I think the questions have be 
omprehensive and have covered everything | can think of offha 
‘should pomt out to the committee. 

l did not make anv comment on the language 


Th Ve ry 
nd that 


We usually, in a 

Hearne of this kind, consider the language changes, but they are so 
mpl 

Mr. Canrigetp. They are, as you say, mino”, and I do pot think it 

S necessary to take them up al this time 
General, we thank you and vour staff for a very good, constructive 

presentation, and we wish you well 


General Eparerron. Thank you. It was my pleasure to 
before you, and if there should be, as an afterthought, any furthes 
nformation you desire, we would be pleased to have an opportunity 
to supply it to the committee 


appear 
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JOHN TABER, New York, Chairman 
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FEDERAL CIVIL DEFENSE ADMINISTRATION 
WITNESSES 


HON. VAL PETERSON, ADMINISTRATOR 

JOHN C. FOULIS, DIRECTOR, BUDGET AND FISCAL OFFICE 

DR. NORMAN KIEFER, DIRECTOR, HEALTH AND SPECIAL WEAPONS 
DEFENSE OFFICE 

GERALD GALLAGHER, ASSISTANT ADMINISTRATOR, CIVIL DE- 
FENSE TECHNICAL ADVISORY SERVICE 


Revisep BupGer Estimate For 1954 


Mir. Taper. At this point in the record we will insert a copy of a 
letter from the Bureau of the Budget to the Federal Civil Defense 
Administration with reference to the revised budget estimate for that 
vrenev for fiscal vear 1954 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE Bupcet 
Washington 25, D. C., March 25, 195 
Vat PETERSON 
Administrator, Federal Civil Defense Administration, 
Washington PS. 22. <<. 
My Dear Governor PETERSON: The report on your review of the 1954 buds 
estimates for your ageneyv has been received and carefully considered in relatior 
the administratior stated poli es and budget objectives. 
these objectives the following reductions in appropriations 
é xpected to adjust your recommendations aceordil 
e Appropriations Committees 


mn anpropriations 


$12. 000. 000 $10, 900, 006 
4. 000, 000 14, 300, 000 
100, 000, 000 100, 000, 000 
8, 000, 000 0 8, 000, O01 


The revised amount for Federal contributions’’ includes $3,300,000 for attac 
warning to be qually matehed with State funds, and contemplates administrative 
‘tion to complete the warning network in the 191 target cities in fiscal year 1954 
Detailed information as to the reductio set forth above, as well as any 1 
langes in appropriation language necessary for your presentation to th 


tees, will be com: eated to vour ageney through the Budget Burea 


Jos. M. DopcGsE, Director 


Mr. Taner. We are glad to have with us this morning the Hono! 
able Val Peterson, Federal Civil Defense Administrator, appearin 
in support of the 1954 budget request for FCDA. Governor Peterso1 


do you care to make a general statement? 
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GENERAL STATEMENT 


Mr. Peterson. I would like to file this statement for the record, 
ind in the interest of saving your time, I would like to make a few 
omments briefly, rather than read the statement which I am filing 

Mr. Taper. Without objection, the statement 
part of the record. 

The statement referred to is as follows:) 


\fyr Chairma 


will be made a 


n and gentlen ok office as Federal Civil Defense 


specific request of President Eisent 

a vital part of 

he welfare of the 
essage the President gave major emphasis 
the guidelines which I will follow in carrvyi 


but 


to avoid total 


power is one strong deterrent ould-be aggresso 


Is defensive power No ener K t 


Lliure 


rt 


oO atte pt 


ise the building of a completely impenetrable defense against atts 
total defensive strength must include civil-defense preparean¢ 
trovertible evidence that Soviet Russia possesses ator 


e in¢ 
kind of protection becomes sheer 


necessity 
ade two factors have changed the 


ational preparedness l 
j 


aeiivery, 


entire nature of military 
The atomic bomb 


and (2) new means 
symbolized by the long-range heavy 


bomber and the guided 
new weapons and the new means of delivering them have made 
ljustrial cities prime targets for enemy attack 

the past several years many intensive, 
problems of continental defense of the 1 


These 


should war come again 
valuable studies have been made 
nited States. Many are high] 
However, I think it is important that wou understand the emphasis 
ir security planners and the administration ;tace on these nonmilitary 
asures for the defense of our continent 
e President has had completed for him an overall study of our 
programs. This has resulted in a reduced emp! 


a on certain programs, 


luding some aspects of the military programs. In that same study, however, 
was explicitly stated that the nonmilitary defensive measures should receive 
reased emphasis and civil defense was spelled out as a major part of these 
nmilitary defensive measures 


hope [| have made clear to vou that civil defense is not beir 
v the facts of the d 


: g deemphasized 
new administration or | igers we face On the cor 


s being reemphasized as an essential element of national security whi 
nust have now and in the future as a long-range element of total securit 


searching studies in the whole area of 


One of the most nonmilitarv measures 
r the defense of the United States is known to you as project Kast River. It 

carried on by Associated Universities, Inc., and took 18 months to complete 
ts major findings bear out what the many studies on total security now emphasize 
is a basic need for America’s future security program. The scientists and experts 


project East River used these four 
] 


“eireumstances of overriding sig! 


uficance 
importance’ as the basis for their studies 


1) Pronounced and possibly prolonged international tensions 
2) Rapid development and production of devastating new weapons an 
eapons carriers that can be most effectively used against concentrations of 
population ard industry and against man, plants, 


economy 
9 
oO 


and animals in our civiliar 


Loss by the United States of the atomic-bomb monopoly and decline in the 
relative atomic-weapons advantage, with consequent diminution in the threat 
of retaliation as a deterrent to enemy attack 
1) | xposure of the length and breadth of the Il 
levastating weapons for the first time in history 

The report says further that ‘“‘an attack with modern weapons would be 
iore damaging to our population, our property 


nited States to attacks of 


mucl 
I , our way of life, and to our demo- 
cratic institutions generally than is realized by the publie or even by many 
responsible Government officials Project East River believes, however, that the 
situation is far from hopeless Effective and specific corrective measures can be 
taken.” 
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We also must recognize we are in a period of prolonged international tensior 


regardless of the variety of the headlines from day to day. We are in for a !ons 


hard pull to keep America strong and alert to the ever present danger of Russia 
attacl We have not geared our program to the probability of war but to th 
possibilitv of ws This Congress is prepared, realistically, to invest man) 
billions of n military preparedness against that same possibility of war 
We n like work tirelessly to prepare the civilian to defend himself, h 
family, and community from extinetion if this new type of war comes té 
Amer 
In view of the scientific studies that have helped shape a balanced, long-rang« 
program of total security with civil defense as a major element, I believe Congress 
e the wisdom of investing the nominal funds that are necessary to bring 
a civil defense program that is sternly realistic and in balance with our 
military and mobilization programs. 
When I came to FCDA, I was charged by President Eisenhower to make an 


exhaustive study of the civil defense program, the progress to date, and the 





ed problems of continental defense Since taking 


v key Federal officials including members of the Ca 


Stat 


t 
es, and many of our mayors. I asked for and 


civil defense als compre hensive criticism 


ally. I hay i 1 thorough ry the 


World War 
adi 
feels ls 
ar. Should he pes 


upon us | the civil-defense progra 


m which 
he bombs fall will in no small measure be a decisive factor in our national 


training which the individual family needs for civil def 
ething that it can »on a day-to-day basis in peacetime. 
the participants better and more responsible citizens 
ally, civil defense planning and operations are getting rigid ; 
ical experience in coping with peacetime disasters of all kinds from a major 
fire to the floods, tornados, and other major disasters 
essence the n. the re ill 1O digging hol 5 to fill holes In the new civil- 
e program There no rush to sign up volunteers who will have to 
and wait and then do nothing. The training and protective measures which 
e ask the American family to dertake will cost them little in time or in money, 
t they ean be used both infeace and in war. This same rule of thumb will 
pply in industrial civil defense and in all the other organized elements in the 
il-defense program. 
[ have given civil defense and this budget a great deal of personal thought and 
xamination. I believe it is a strongly realistic budget which will give America 
kind of civil-defense program it needs for the long haul 


l 
SPECIFIC COMMENTS ON THI SUDGET DOC MENT 


Going through the budget document itself, I would like to comment brief 
i 


the major items under each appropriation 
erations appropriation 


The operations appropriation provides not only pay for emplovees of the agency 


for the rental of warehouses, the maintenance of required emergency commu- 





ation networks, the cost of our publie education program, including print 
developmental and testing programs under the heading of research a 

| program are 

get request submitted to this committee provides for 801 positior 

a continuation of the January 31 level of employment. I have alrea 


anized the Washington and regional offices to carrv out our basie objec 


- 


effectively e have under way a detailed functional analysis of all jo! 
t uplication, operations of doubtful value, and 
tent of t ‘ongress. We are moving towa 

vional offices and the various State civil def 


r requirement in the event of attack on the e 
accurate reports of damage from attack areas and t 
those areas. The civil-defense law co 
make appropriate provision for neces 
vstem which has been built into ex 


nial facilities is in place and in operating conditi 


leral Civil Defense Administration is required to mainta 
‘tin the vicinity of the Nation’s ( 
and needs only a minor amount of ¢ 
are needec stablish certair 
stem to assure continuing facilities i 
abotage of the regular routes 
The Federal Civil Defense Administration stockpiling pro 
on hand emergency medical and hospital supplies and certa 
neering equipment to meet Ceficiencies tl at would exist in the event of attac 
Congress both in our basic legislation and in earlier appropriations h 
recognized this program and has provided funds for it in part. In this particular 
appropriation funds are requested to pay for the rental of the warehouse 
house this stockpile. States and cities are required to maintain the initial stoc!] 
of these items. The Federal stockpiles are the back up supplies. These suppli 
are being stored in strategically located warehouses around the country, eac 
designed to service one or more of the critical target areas of the country or to 
furnish additional supplies to any area that might be attacked. 

Our warehouse program is handled for us by the General Services Ac ministr: 
tior Seven warehouses are in operation at the present time In addition, 
military has provided storage space at three points throughout the country 
supply of narcotics is stored by the Bureau of Narcotics, and certain of our 
engineering items have been stockpiled in free space under the control of State 
and local civil defense authorities. The total cost of this stockpiling progra: 
will be approximately $600 million After completion, the continuing cost \ 
be primarily for rent, custodial services and to provide for the planned rotat 
of stocks. The warehousing facilities covered by this budget will provide for 
those items procured through December 1954. 

Training.—The training program has three broad objectives: Assistance to t 
States and localities in the development of an effective civil-defense training pr 
gram; cooperation with national organizations and other Government agenci 
in obtaining support for civil defense training; and encouragement of educators 
to formulate civil defense programs for the Nation’s schools. 

\ major factor in our suecess to date has been the Federal Civil Defense Admin- 
istration schools authorized by Public Law 920. More than 3,500 have graduated 
from leadership or instructor training at the National Civil Defense Traini 
Center (Olney, Md.) and the Western Training School (St. Marys, Calif.). T! 
nucleus of skilled teachers has multiplied itself many times by conducting more 
than 650 loeal civil defense schools and courses which have graduated more tha: 
200,000 students. Many of these in turn are now training civil-defense workers ii 
communities throughout this country. The multiplier principle is working | 
certainly needs continued stimulus and emphasis if we are going to achieve the 
present goal of a hard core of 6 to 7 miilion trained civil-defense workers. 

This is but a part of the training program which is making encouraging progress 
in (1) interesting the Nation’s schools in incorporating civil defense in their curric- 
ula as part of a long-range program to educate our youth, (2) stimulating thi 
construction of local basic training sets in target cities, (8) providing training aid 
and ideas to the States and cities In the coming year we plan to take the basi 
instructor and leadership training to the students by traveling training tean 
This, when combined with the more comprehensive training possible at the Fed 
eral Civil Defense Administration schools, should speed up the development of 
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adequate number of well-trained civil defense instructors and trained per- 
ynnel, 

[echnical guidance.—This program is primarily aimed at providing the leader- 
hip and guidance, which President Eisenhower cited as a basic objective, in the 
vil defense aspects of the various technical fields such as medicine, public safety, 

dengineering. It breaks down into two major areas of endeavor—the program 

velopment at the departmental level, and the close working relationships at the 
rional office level with the State and local civil-defeuse organizations. 

Health and special weapons defense.—One of the major problems facing civil 

fense at all levels is to provide care for those persons injured as a result of 
ttack. This is not limited to the effects of atomic weapons. Another major 
reat stems from the known capability of the enemy to use biological- and 
hemical-warfare weapons against us on an unprecedented scale. While the 

ijor threat is the atomic weapon, the combined use of all these weapons is 
efinitely within enemy capabilities. The solution to this problem lies in the 
ranization of all the health and medical resources of the country into a cohesive 
attern. There are not enough hospitals, doctors, or nurses to give professional 
are to probable casualties. Professional and volunteer personnel must he re- 
‘muited and organized and medical and hospital facilities and supplies be made 
ailable for their use. In addition, much more needs to be known about the 
ects of biological and chemical warfare on people, crops, and livestock and new 
thods developed for their rapid identification, detection, and protection 
Welfare.—The solution to the problem of mass feeding and mass care of either 
acuees or the survivors of an attack is primarily one of organization. With 
cooperation of local welfare groups, good progress has been made. Several 
e-scale demonstrations of mass feeding using improvised kitchens have been 
Local projects, involving earmarking of existing facilities that could reason- 
be expected to remain after an attack, are being completed. ‘There are other 
ed problems, such as the continuation of Stete aid and social-security benefit 
ments to survivors, that cannot be solved at local levels The Federal Civil 
kefense Administration is concerned with these pe only to the extent of 
inting them out to the cognizant agencies and aiding in relating the solutions to 
all civil defense planning 
Public information As the East River Report emphasizes, our national 
rvival, when the enemy strikes, depends in large part on what Americans are 


y 


pared to do at that particular moment—not on what they were ready to do a 
ek ago, a month ago, a year ago; not on what they will be prepared to do 
ymorrow. New weapons—or the possibility of old weapons being used in new 


ys or on a wider scale—require new protective and group-action techniques, 


+h day adds to our knowledge of what can and should be done to survive. 


these improvements in knowledge are to little purpose until they have been 

lisseminated to and understood by the millions of Americans who will need to 
now what to do and how to do it. That is the basie purpose of our public 
formation pregram—to provide such specific self-protection guidance and leader- 
ip to al! Americans. 

We seck to develop adequate emergeneyv information programs at local, State, 

1 Federal levels to insure, in the event of a civil defense emergency, a full flow 

nformation and instructions to the public promptly to minimize panic and 

ar, and maintain and strengthen the will to win. This includes the development 
full understanding and voluntary cooperation on the part of all public media 
ewspapers, mé waz nes, television, radio, and others. 

Che support of civil defense by these media has continued to be magnificent 
We would not have been even this far along without their generous public-service 

ntribution. And now they are accepting with scriousness and energy the 
iallenge of delivering emergency information to all Americans. For example, 
248 radio stations have already voluntarily invested about $2 million in Conelrad 
order to make it work in the national interest. 

Research.—There are two points I would like to emphasize: 

1) The Federal Civil Defense Administration does not conduct any research 
rojects itself. We contract with or through other Government agencies or 
iniversities for all projects. 

2) The requests for research contained in this budget are not duplications of 
ny other ageney request. These requests have been cleared carefully with the 
Bureau of the Budget and other agencies of Government. 

While Federal Civil Defense Administration does not conduct its own research, 
t do es take available research data and apply it to the problems of civil defense 
Scientific progress in new-weapons effects and the need to develop practical means 
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of countering these effects is a continuing civil defense problem on which t} 
element of survival for sizable portions of our population may well depend 
1 am hopeful that the Congress will eventually look with favor on the Feder: 
agencies assuming as a part of their civil defense requirements the responsibilit 
ir certain +h and studies which are closely allied with their normal activities 
vhen this situation is reached, it is necessary for 
necessary data 
cy responsibility set out in our law and dictate 
ning of attack to the public, and the civ 
litary responsibility to operate the ear 


data of impending attack It is a civil defense respons 


nformation from the military to the publie. The sper 
warning system must be of the highest caliber. One of our 


‘ganize the warning svstem to permit @ greater selectivit 


ami 


veen areas nstant blanket warnings to major portions of the countr 
ld stop production and lower morale. 
! cont? il ippropriation 
our matching-funds program, we will encourage the States and cities { 
of attack-warning svstems in all target areas durin 
program is believed to be basic to all civil defense planning and 
pressed forward with all possible speed. The remaining contributions 
c ms are phased out bevond fiscal 1954. 
ur approach to the allocation of funds differs somewhat from previous years. 
In the current fiscal year we will make funds available to the States on a popula 
tion Dasis, leaving them the choice of activity rescue, warden, training, and S( 
on—so long as they provide an adequate State plan for the utilization of the 
funds, h priority to attack-warning devices. It is proposed that this approach 
which has had wide acceptance and given the States latitude in acquiring civil 
defense materials and equipment to meet local requirements be continued. 


Emergency supplies and equipment appropriation 


As I have pointed out earlier, one of our major problems is to be prepared t 
dle the mass medical problems arising from attacks on our country. It is 
rvatively estimated that the casualties from the initial attacks over many 
would number in the millions 
We require the States and cities to maintain stockpiles to meet their requir 
ments for the first 4 hours. The Federal stockpile is the backup for their stocks 
When the program is completed it will provide medical supplies, blood plasma, 
antibiotics, and emergency hospital equipment to take care of 5 million casualties 
for 3 weeks and provide 5,000 emergency-type hospitals of the 200-bed typ 
These stocks will be rotated on a planned basis through other Federal agencies and 
e of the original suppliers. 
engineering stockpile is to provide emergency generators, pumps, and 
rht steel pipe to provide light for the emergency hospitals and water for 
ergency con iption and fire fighting. 
These ‘ks are also available for use in natural disasters. 


Protective faci appropr ilzon 


No funds are requested for 


a public-shelter program in this budget despite the 

fact two States have submitted bona fide plans for modification of existing struc 

tures to provide blic shelters. We are reevaluating the entire shelter program 
it of recent weapon developments, new estimates of warning time, and various 


and studies affecting shelter requirements. There are so many factors still 
be studied that I do not honestiy feel we can ask congressional support of a 


public-shelter program at this tim 
Natural disaste relive 


In addition to the responsibilities delegated to Federal Civil Defense Adminis 
tration under the legislation creating the agency, the President delegated to u 
the responsibility for the administration of Public Law 875, Slst Congress, whicl 

iatural disasters This consolidated in the Federal Civil Defense Ad 
ministration the responsibility for coordinating all Federal activities in natura 
job of administering Federal funds made available to supplement 

é resources, 

This ¢ 1 he Federal agency, the State and loeal directors and volunteers 
an opportunity { the practical value of plans and training, for activities in 
the civil defe 1 
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We are entering into agreements with the several Federal agencies This will 
lt in a coordinated effort to utilize Federal resources, personnel, and funds 
ailable for disaster purposes. Knowledge and experience gained by civil defense 
| save lives in these natural disasters which strike at any time Such knowledge 
ned on a day-to-day basis may save your life and mine if an enemy attack should 
our cities and our farms. 

Mr. Pererson. I should like to say, first, that so far as the general 
picture in the world is concerned, and the necessity for the continua- 
tion of civil defense Is concern “dl, there would appear to be nothing 
that would permit us to cut or diminish our efforts in the field of prepa- 
ration to minimize a possible Communist attack upon the United 
states. 

\s a matter of fact, there is nothing in the military situation that 
would indicate that we can do any better than knock down 3 out of 
each 10 enemy bombers approaching the United States, which means 
that in the event of an atomic attack, which is a possibility, and well 
within the Russian capabilities at any moment, we would suffer in the 
United States millions of casualties, which 1 have seen variously esti- 
mated from 9 to 22 million. 

| am not prepared to indicate which of those two figures would be 
more nearly correct. I don’t think anyone in the world can, because 
no one in the world knows how many bombers would come or the size 
of the atomic weapons that would be dropped. 

In anv event, whether 9 or 22 million, it is our feeling that if we are 
adequately prepared to minimize the effect of this enemy attack, we 
can save up to 50 percent of those casualties. That means, assuming 
either figure, 9 or 22 million, we could save the lives of several million 
Americans, and a considerable amount of property. 


ADMINISTRATOR’S CONCEPT OF CIVIL DEFENSE 


I think I should state, for the benefit of the committee, my concep- 
tion of civil defense, because you are going to be interested in the 
philosophy that I bring to the job to which I have been assigned. 

| don’t see anything new in civil defense at all. Civil defense is 
imply the extension of already existing civic services. It is the exten- 
sion and expansion of those services to meet unprecedented problems. 
In other words, every American city has a eood fire department, a 
good police department. It has transportation services, communica- 
tion services, mass feeding facilities. It has medical services. 

We introduce nothing new in civil defense at all, except the idea of 
the block warden, which is borrowed from the English, the block 
warden being the generalissimo of all the activities within his area, 
and the idea of the mobile support unit which can travel—in my State, 
which is not much of a target area, although some people would dis- 
pute that because of the Strategic Air Command in Omaha—from my 
State to Chicago, or travel from my State to Kansas City or Minne- 
apolis. 

As I vision this problem, and the only way it will work, is that you 
can't buy, you can’t pay for, the services of the millions of Americans 
that will be required in the event of an atomic attack upon the United 
States. You must get them on a voluntary basis. 

As I view this problem, our job is to build around the existing 
professionals in the fire department, the police department, around 
the medical services that have been made available to us through 





the medical association, around the Red Cross, the city governments 
and State governments, build around them and train and organize 
good, solid cadres of people who know what to do in the event of a 
disaster, so we can throw more volunteers around them when that 
disaster occurs. 

As I picture this thing, the Federal Government has these broad 
responsibilities under the law, and in keeping with our American 
traditions and form of government. I think it is our responsibilit 
first of all, to take advantage of the great scientific resources that 
are at our command, and have the knowledge that is in the Depart- 
ment of Defense with respect to enemy capabilities and weapons, 
and the effects of those weapons, boil it down, simplify it, and dis 
tribute it to the States. 

We can do it more efficiently and cheaply than the States, becaus: 
none of the State capitals can duplicate the facilities available her 
at the National Capital. 

It is our job to coordinate the activities of the States when Stat: 
lines are crossed in the case of a possible attack, and they will 
crossed in many places in the United States. It is, further, our 
responsibilit, vy to exercise leadership. 

There has been set up, previous to my time, a total program, 
moneywise, for the Federal Civil Defense Administration in th 
amount of $655,807,000 to do two things: First, to stoc kpile medical 
supplies and certain types of engineering supplies at strategic points 
in the United States to back up the supplies which the localities in 
the States will have, and in doing this, we again can make a saving 
because it will be foolish for each one of the cities and States to pil 
up everything each one of them will a need, 

We can do this job more efficiently by the mobility of our stocks 
So, our program is to stockpile $507-million-worth- plus of thes 
items that I mentioned. Wehavea S148 million Federal contributions 
program to stimulate the States to do stockpiling in the fields of 
medical supplies, to buy better fire equipment, to get warning devices, 
and many other things they need. 

Mr. Taser. Do you have copies of that? 

Mr. Pererson. Yes. We have copies of these programs that a am 
speaking of. I thought they had been presented to the committ 
I would like to say, Mr. Taber, that this program which I did not 
develop personally —it was developed long before my time, because 
I have only been in charge of this agency ninety-some days—is sound 
and modest for these reasons: 

The principal item under the stockpiling program is the medical 
supplies. It is contemplated that the cities and States would take 
eare of the first 4 hours of the requirements of medical supplies 
That is medical supplies for millions of casualties. Then, it is con- 
templated that the Federal Government would back up the States 
and cities with enough medical supplies to take care of, eventually 
5 million people for 3 weeks. At the present time, we can take care of 
2 million people for 1 week. We hope to step that up as rapidly as 
possible to 3% million people for 2 weeks. Our 1954 budget con- 
templates that. 

You might say, if you are going to have 9 million to 22 million 

casualties, why don’t you provide or contemplate a larger stockpile 
of medical supplies. The reason we have cut it off at 5 million is 
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simply that as far as we can find out from the people in the medical 
isiness, there are not now, and will not be in the foreseeable future, 
enough doctors, hospitals, nurses, medically trained people, to ever 
take care of more than 5 million casualties. There would be no point 
trying to stockpile more supplies than our medical people would be 
le to utilize. I think that phase of the program is sound as an 
objective. 
We have not gone very far in meeting that objective, up to the 
‘sent time. We have had in our stockpiling program so far appro- 
ated $86 million. We are requesting, in this program, $100 million 
which would leave $321 million yet to be appropriated for materials 
be stockpiled. However, I think we have to take a calculated 
risk. I don’t know if the industry could provide all of those materials 
at one time, anyway. It becomes very questionable whether the tax- 
pavers can afford expenditures of this size all at one time 


FEDERAL CONTRIBUTIONS 


With respect to the contributions program, there has been appro- 
wiated $37 million, We are asking for $14,300,000 in this fiscal year, 
aving $96 million in that program for the future. Our principal 
emphasis this year would be upon the completion of our warning 
system. 

Getting into the details of that later, as your questions come, I 
vould like to say this: It is my hope that Federal Civil Defense can 
be phased out of the picture in a large measure. By that I mean, 
when this amount of money has been spent for stockpiling, and for 

mtributions, that we could cut the Federal program back to simply 

amount of money that is needed to carry on the operational 
uctivities of Federal Civil Defense. I am not prepared, today, to 
veest with accuracy, what amount of money that should involve. 
would Sa) it should be, after we have stockpiled the amount of 
materials that are indicated here, and have completed the contribu- 
lions program, I would feel we could get Federal Civil Defense down 
to $20 million a year or less, which would seem to be a reasonable 
re for this type of activity on the part of the American Govern- 
ment, If it can be less than that, it would suit me fine, personally 


REORGANIZATION OF FCDA 


\s I have indicated, I have only been in charge of this agency a 
little over 90 days. It was apparent, immediately, that a reorganiza- 


tion was needed. 

| am happy to be able to report to this committee that in the last 10 
days we have completed that reorganization. We have streamlined 
the agency. We are now engaged in a study of every activity in the 
agency and of the employment of every person in the agency. We 
cannot complete that, I am afraid, for another 60 or 90 days. We are 
working at it. It would be my purpose to eliminate every single 
person I can, both in the field, and, more particularly, in the Wash- 
ington office. We have a few over 500 people employed in Washing- 
ton. We have in the neighborhood of 250 people in the field offices. 
| should like to report that we have already ordered two of our regional 
offices closed since I have been the Administrator. 
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We are closing the Seattle regional office and the Cleveland office, 
effective the 30th of this month. That movement was made as an 
economy measure and, secondly, to make our areas more coterminus 
with the military, because our relationship to the military is quite 
close. 

That will save us, in each case, I believe we estimate, $150,000, 
In other words, that will make a total saving of $300,000; which is 
not a lot, but it indicates that we are out to attempt to make these 
savings wherever we can. 


SHELTER PROGRAM 


You will notice that in this program we have not asked the Congress 
for $1 for the shelter program. I think the Agency got off to a bad 
start, and not necessarily through fault of the Agency, in all of the 
talk that went on in America back in 1950 about the necessity for 
coing under the ground. It is true that we could go under the ground 
far enough to escape the effects of an atomic attack. But the cost 
would be billions of dollars, and more important than that, or equally 
important with that, we have not done enough research to know how 
sensible it is to attempt to go under the ground, particularly in our 
big cities. 

For instance, the State of New York asked us this time for $7% 
million of matching money to spend $15 million for plans that have 
already been worked out to utilize the one-half of the New York 
subway not presently used for transportation services, to utilize it for 
a shelter purpose. I could not, in good conscience, recommend 
$1 for that. 

We have not asked $1, because we have not made enough research 
vet to know what would happen in a shelter of that type in the event 
of an atomic attack. First of all, following that just a little bit, in the 
event of an atomic attack in the canyons of New York, I am certain, 
in my own mind, we would have at least 75 to 100 feet of rubble piled 
up in the streets. It may be that you would suffocate those people 
down in these proposed shelters simply by the rubble and debris that 
would be piled up on top of them. 

sut equally seriously, if the Russians were to drop an atomic depth 
charge either into the water or directly into the ground, nobody 
knows, as of this moment, what effect it would have upon the surface 
of the earth and whether it would cause a tidal wave of water to rush 
into that downtown Manhattan area and flood people out who would 
be in those bomb shelters. We did that to Germany in the last war 
with much smaller weapons and with great loss of life. 

In addition to that, sewer pipes woulk | break, steam pipes, gas pipes, 
many other pipes, water pipes. In other words, we just do not know 
enough about it, so we are not asking the Congress for one dime. 

It might surprise you to have anything said that was good about 
the Congress. I know it used to surprise me to have something good 
said about a governor, but I think the Congress was absolutely right 
when it refused to appropriate a dollar for the mass shelter program. 

I want to say that time may indicate, in the future, the necessity 
for some activity in this field; in other words, I would not want to 
close the door, because this is a matter that engineers, scientists, and 
experts will have to speak about. 





‘ork 


f{¢ r 


lend 


pe S 


now 


hout 
rood 
ight 
ram 
ssity 
it 
and 


2IYQ 


Ant et & 


But as of today, your action in cutting out the shelter program, in 
my judgment, has been well substantiated. I am not saying, now, 
that we do not need family-type shelters. The experiments in Nevada 
have shown conclusively that any family is wise if it creates a shelter 
in the basement, possibly just a lean-to shelter —— the cellar wall, 
by throwing some rough boards up against the wall, or by building a 
box-type shelter at the least possible cost, or by building a more 
elaborate concrete shelter, if it cares to, outdoors, or 1 slit trench. 
xxperience has shown those things will save lives. 

[ was in the front trench in Nevada on March 17 at the time when 
some of us were the closest to an atomic bomb explosion in history, 
except those people who went through Hiroshima and Nagasaki. I 
an tell you, a hole in the ground is a comfortable place. It permits 
survival. 

DISASTER RELIEF 


That concludes what I have to say, with the exception of one other 
subject: The President of the United States, by Executive order, has 

ven to this agency the responsibility for the coordination of all Fed- 
eral agencies in the relief of natural disasters. I think that was a wise 

ove I am inclined to believe if we enter a period of prolonged peace, 
vhich anyone in his common sense will hope we do, the only way we 
an keep the civil defense idea going and the organization alive will be 
through its employment in natural disasters or man-made disasters, 
man-caused disasters. I have come recently from Waco, Tex., where 
a town was badly injured by a terrific tornado. The effect on that 
own was much the same you would get from an atomic blast, only 
less in degree. The people of Waco, and the people of Texas, generally, 

e the necessity for trained civilian organizations, voluntary in nature, 
that can step in and implement and add to the fire department, the 
police department, and all these other things that I have mentioned, 
ind have a plan so you can go to work in the first precious hours when 

tu have a chance to save human lives and buildings 

I do not know whether you are familiar with it, but the Red Cross 
tells me there are 3 disasters in America every 2 days, the year around. 
That is the average. Some of them are small, but some of them are 
very large. Civil defense is being utilized in meeting those disasters, 
and is doing a reasonably cood job. In some places it has done a 
very good job. 

I might call atteation to a disaster that occurred in my own State 
last summer, above Congressman Cannon’s home area. You may 
remember the great battle that was fought in Omaha and Council 
Bluffs to contain the Missouri River and prevent a flooding by that 
river. 

lt was rampaging all the way from North and South Dakota into 
Missouri. Through the civil-defense organization in the Douglas- 
Omaha-Council Bluffs area, thousands of volunteers went out and 
erected wooden fences or walls on top of the dikes. They supported 
them by sandbags and contained the Missouri River and prevented 
it from overflowing, and had at one time the Missouri River running 
S feet above the top of the dikes. That was a civil-defense operation. 

[ think more emphasis will have to be placed in that field because 
if people prepare for disasters of that type, we, in effect, get the 
preparation for an atomic attack reasonably free. One or the other 
of those services we are getting at a minimum cost. 
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I am inclined to think that is a sound and sensible way to go at it, 

It will be my purpose to keep civil defense as close to the ground as 
possible, and out of the stratosphere. It will also be my purpose not 
to get people to enroll in this to get their names on cards or build a 
larger organization. | will not be a party to asking people to dig 
holes to fill holes, and we have had some of that activity in the past. 

l am certain, before we get into the specific questions in this budget 
that improvements can be made in the administration of this agency 
We have made some. We will make more. 


COORDINATION WITH OTHER FEDERAL AGENCIES 


Mr. Taser. Governor, I would like to have you tell us what you 
could about what coordination there has been with the Department 
of Defense and your agency, and the other agencies of government 
to see that you are utilizing them insofar as they might be utilized by 
your operation. 

Mr. Prrerson. The President has had me brief the Security 
Council on civil defense, and also the Cabinet. I have outlined this 
philosophy to the Cabinet, which he has supported comple ‘ely. 

Civil defense will never work, and would be too expensive, unless 
each Federal agency approaches civil defense as a normal part of its 


routine responsibiliti ies In Whatever field it is in. 
I can illustrate that quickly this wav: In the event of an enemy 


attack, we expect that the Russians will introduce plant and animal 
diseases into the United States. There is every reason to believe 


that that is a cheap way of attacking us. Civil defense should not 


set up the research with respect to those problems. In my judgment 
it should be done, and ean be done, more effectively and economically 
by the Department of Agriculture, through its regular constituted 
agencies. 

So we have outlined this philosophy to the Cabinet, department 
by department, through the Government, and the Pres‘dent has said 
that is the way he wants the job done. We are hopeful eventualls 
it can be done. That includes the Department of Defense. 

However, we run, then, into this problem where they say ‘W: 
have to have new money to carry on this activity.”” In this budget 
we have asked for some $800,000 for certain types of research work 
that is set forth here, that we will not do, but these other departments 
will do. 

Mr. Taber, I am hopeful, as time goes on, we could incorporate 
into the Federal Government the idea that civil defense is simply, 
and from this time on, a normal and additional responsibility of 
citizenship and government. Consequently, they would take civil 
defense in stride, and in their ordinary, regular work would think 
about the implications of an atomic attack on the United States, 
thus do that work without a lot of special talk about it, and without 
the necessity of special appropriations. 

It is going to require some money, of course. We are attempting 
to utilize all of these Federal departments. I am sorry to take such 
a long time to answer that question. 
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PROJECT EAST RIVER 


Mr. Taser. I wish you would tell us a little bit about project 
East River. 

Mr. Pretrrerson. Project East River was a study made under a 
ontract between the Department of Defense, the Federal Civil 
Defense Administration, and the National Security Resources Board. 
lt was made by what is known as the Associated Universities. That 
s made up of eastern schools, such as Princeton, Harvard, Yale, 
MIT, and some others. For 18 months they studied this problem 
of civildefense. They came up with a 10-volume report. 

As far as Iam able to determine, they did an excellent job. I would 
say it is the Bible in this field. They have said that civil defense must 
be made more manageable if we are to get the job done. They said 
there were three important fields, which | think are worthy of this 
ommittee's attention. 

They said, first, we must have increased warning time, 

At the present time, the Air Force, whose responsibility it is, says it 
can give us either no warning time or only 15 to 30 minutes’ warning 
of an enemy attack. 1 think you will see immediately that if we get 
warning time, | to 6 hours of warning time, we eliminate, again, the 


necessity for these huge mass shelters, because then it would seem to 
be possible to evacuate our downtown areas. 

It seems to me that is a sensible approach, provided we can get the 
warning time. 

Secondly, East River said that we must do a better job of knocking 
down the ‘enemy ’s planes. 

\t the present time, General Vandenberg has said that at least 7 out 


of every 10 will get through. We need to cut that down as fast as we 
can to 6, 5,4, 3, 2, or none. But, as of today, there is no way of cut- 
ting it down, and probably the Air Force cannot keep 3 out of 10 from 
vetting through. That is an optimistic statement. Maybe 8 out of 
10 will get through. There are no weapons; and | have been briefed 
completely, in the Department of Defense and the Atomic Energy 
Commission, there is no way of stopping completely an enemy attack 
today. 

You will see publicity about some weapon like Nike, which I hope 
eventually will do a grand job; but, as of today, there is no single 
miracle weapon that can stop an enemy attack. We need to do a 
better job in that field. 

Thirdly, the report says that we must decrease our urban vulner- 
ability. Of course, that is a tough deal. If I owned a big piece of 
real estate down in New York, I would be hesitant about decentraliza- 
tion. I would not be inclined to move. The only hope I see in that 
field is that there is a move toward decentralization in the United 
States at a rapid rate, without any respect to atomic warfare. 

gut the Federal Government, through the RFC, through the 
contract awards of the Munitions Board, and other financial activities, 
in my judgment, should not put any money into the construction of 
big industrial installations or into the construction of large apart- 
ment houses, or anything else in the United States in downtown areas, 
but, rather, should insist, if Federal money is to be spent, these be 
dispersed out to the edge of town, because we are going to live with 
this atomic bomb as long as this country exists. 
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[ think this was an excellent study. It criticized our agency, gentle 
men, in some respects. As a matter of fact, one reason we reorganized 
was to attempt to meet those criticisms. We have incorporated thos: 
criticisms into our reorganization plan. 


STATE COOPERATION 


Mr. Taser. What can you tell us about what State cooperatior 
there has been, and if you have available a schedule of what the 
States have provided for this activity? 

Mr. Prererson. As a generality, the last time I checked those 
figures, the Federal Government had spent approximately $150 
million in this program, and the States $212 million. I believe that is 
a correct statement. 

The activities of the States vary tremendously. Two States, I would 
say, have done as good or a better job than any in America. I would 
include the Federal Government. Those States are New York and 
California. They have done a remarkably fine job in the field of civil 
defense. Other States have done a fine job. Some are lacking. | 
think, perhaps, Washington approached the States improperly in the 
beginning 

1 was Governor of Nebraska during all the time this agency was in 
existence. I think maybe in the beginning there was a feeling you 
could organize civil defense the same way in every State in the Union 
That is not sensible. The rural areas of the country are different than 
those of the big cities. I would say the States are cooperating well at 
the present time, as are most of the big cities in America. 


STATE FUNDS AND PERSONNEL 


Mr. Taner. This statement that has been furnished, showing the 
State funds available, will you put that in the record? 

Mr. Perrerson. Yes. 

(The document referred to is as follows:) 
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A nalysis of State appropriations 


and Territories, including counties 


150. 000 


iM) 
OO 
OOO 
OOO 
5, 000 


178, 356 
slands - 30, 000 
Total 
ludes pending appropriation requests 
2 udes $25,000,000 for shelters, matching 
1 Includes only those funds now known to be available; more funds will be set aside for matching 


States and iocalities as they are advised of Federal fund availability. 
4 Includes all administrative expenses 
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Civil defense personnel enrolled and currently assigned to civil defense duties, 
Dec. 31, 1952 


Persons en- ‘ Persons e 
1 ¥ ns 
rolled and Persons rolled ar 


States, Territories req ire 
assigned ’ ; d assigned 


drties, and possessions State duties 
number number 


estimate) 


New York 2, 056, 678 
North Carolina 203, 500 
North Dakota 11, 465 
Ohio? 860, 800 
Oklahoma? 190, 080 
Oregor 109, 787 
Pennsylvania 324, 000 
ie Island 66, 72! 


3, 152 


August 


Mr. Taser. It shows the State funds available in this volunteer 
workers program. Can you tell us something about that? 

Mr. Petrerson. We have, at the present time, about 4,250,000 
volunteers signed up in this program. I have seen estimates that 
we need 18 or 19 million. I would say that, of the 4,250,000, there 
is a sizable number that are merely on the records. But, the fact is, 
that in several States and in many cities we do have a sound, firm 
cadre of disciplined, trained, and organized workers. 

In my judgment, our need is more for well-organized, firm cadres, 
even though they be small, than it is for millions of people who simply 
have been signed up. As a matter of fact, one bad feature about 
this program has been that there have been great publicity cam- 
paigns at different times to get them to sign up, and we have not had 
anything for them to do. That is self-defeating. We will try not 
to get into that position in the future. 


PROTECTION OF PERSONS IN TARGET AREAS 


Mr. AnpersEN. I heard your comments relative to such a thing 
as the New York subway being used as a shelter. 

In my observation of an atomic explosion a year ago last October in 
Las Vegas, it seemed to me any people within the general area of the 
dust cloud formed by that explosion, and which existed at that time 





for at least 20 minutes, after the explosion, any people in any sort 
of depressions, man-made or otherwise, would suffocate because of 
that whirling smoke that I observed, and that you undoubtedly 
observed yourself. 

Don’t you think that such would be the case, at least in the imme- 
diate area of the explosion, that we might as well sign off that group 
f people within a certain radius? 

\ir. Pererson. | am sure we will have to sign off the people that 
are within a certain radius of any atomic explosion. There might 
be any one of several reasons chat might cause their death. The 
radius that would be involved would depend on the size of the weapon, 
he manner in which it was exploded. If you dropped a bomb, and 
it is generally thought that 2,000 feet in the air is the optimum height 
at which to explode a bomb, if you explode a bomb 2,000 feet in the 

, depending on its sive, there is nor much we can do for people within 
a certain area of it. 

Mr. ANDERSEN. Don’t you think we will add to the hazards of those 
people by inducing them to go underground in large numbers? 

Mr. Pererson. No. We could, of course, if we wanted to expend 
the money to protect them. 

Mr. ANDERSEN. No; I am speaking about the extremely heavily 
populated metropolitan areas. J am in full agreement as to what 
you have to say about the subways being unworkable. It would seem 
to me that whether you called it a subway or any manmade depres- 
sion, Where you attempt to aid the people in keeping them from the 
effects of such an atomic explosion, that it would, in reality, work 
against their best interests. You would be putting them in such a 
position that what little chance they do have of survival would become 
nil through the fact that they would be unable to get out of the im- 
mediate vicinity if they had the opportunity to do so. That is my 
conception of what I observed in Las Vegas. I am certainly in agree- 
ment with you, sir, that we should not expend vast sums of money for 
anything in the nature of shelters which might, in the final analysis, 
and probably would, just prove to be deathtraps. 

Mr. Pererson. I think you and I are in agreement, generally. | 
would suggest that I believe any of us would prefer to duck and take 
cover, no matter where we are caught, in the event of an atomic 
explosion, and because they can’t drop these things with too great 
a degree of accuracy, there is always the possibility that by taking 
cover you might escape death. 

Discussion off the record.) 

Mr. Taser. What is the nature of the activity of the atomic 
cloud and element generated by the explosion? 

Mr. Pererson. As far as the radiological activity is concerned, it 
rises at first and then begins to fall out. The explosion I witnessed 
on March 17 had an odd situation where the only fallout that oc- 
curred was right over the two houses that the Civil Defense Adminis- 
tration had built. Then not another iota fell clear across the United 
States. By the way, it is interesting to note that they follow these 
clouds clear around the world. I believe that answers your question. 

Mr. Pererson. You understand, the last two questions that have 
been asked here are technical and highly involved. I am not expert 
enough to answer them completely. 





Mr. ANDErsEN. That is why, Governor, you need a lot of research 
on this proposition? 

Mr. Peterson. That is right. There has not been enough done 
from purely the civil-defense standpoint. We, the Federal Govern- 
ment, have spent most of our money and effort in planning to kill the 
enemy, rather than trying to defend America, which is equally 
important. 

STATUS OF CIVIL-DEFENSE PROGRAM 


Mr. Fenton. Governor, you are asking for how much for this 
program in total, $655,807,000; is that right? 

Mr. Pererson. That is right; in this year, $100 million. 

The chart shows the overall program, Doctor, including what has 
been raised and what we would hope to raise until we complete this 
program. 

Mr. Fenton. How long did you say you expect it will be before 
you complete the program? 

Mr. Prererson. That is entirely in the hands of this committee 
and of the Congress. If you were to appropriate the $100 million | 
have asked for this year, and continued at that rate annually, it 
would take 4 years, including this 1954 budget. If you should see 
fit to cut back, it means we phase it out over a longer period of time. 
That, of course, is the responsibility of the Congress. 

Mr. Fenton. Most of our objectives are toward stockpiling? 

Mr. Peterson. You mean, in terms of dollars, Doctor? 

Mr. Fenton. Yes. 

Mr. Pererson. We would like to stockpile $507 million worth of 
supplies. That would be principally medical supplies. I will have 
the figure on that ina moment. Included with medical supplies, we 
need to stockpile pipe, because water systems will be disrupted, and 
we will have to get water in to fight fires. 

We want to stockpile generators, because if the attack comes 
there will not be power. We will have to stockpile some chemical 
masks for our own workers. If we do have chemical warfare, we 
hope we could sell a cheap chemical mask to the population. That 
will have to be done in advance. There is a danger of chemical attack 
with the type of enemy we have. 

Mr. Fenton. If the Governor will insert that figure in the record, 
I will not take up any more time. 

Mr. Peterson. We will insert it. 

(The material referred to is as follows:) 
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Summary of Federal cost of civil defense nonrecurring items 


[In thousands of dollars} 


Available through | Budget estimate Jalance necessary} 


Tot - 
Yotal program 1953 1954 to meet progran 


Amount | Percent) Amount | Percent) Amount | Percent} Amount | Percent 


100 86, 203 17.0 100, 000 19.7 321, 595 | 
100 37,301 25. 2 14, 300 9 96, 408 | 


123, 504 114, 300 |. 418, 003 
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DETERIORATION OF MEDICAL STOCKPILE 


Mr. Corron. Before you leave the subject that Dr. Fenton raised, 
referring to the stockpiling of medical supplies, what proportion, if 
any, of those medical supplies that would be stockpiled would deterio- 
~ate or would lose their value and have to be replaced? 

Mr. Pererson. Our people have studied that carefully. They 
think the percentage of deterioration is very low. I have heard it 
expressed in percentage. When I say low, I mean 5 percent or less 

However, Mr. Cotton, we are working out agreements with all of 
the other governmental agencies in this field for the rotation of our 
-tocks so that we can keep them fresh. That is particularly true, has 
to be true, in such things as antibiotics and in the blood program, and 
all that sort of thing. We have worked out programs with everyone 
olse in the field, including the military, Red Cross, and the other areas. 
But we also hope to work out, with the Veterans’ Administration and 
the military, rotation of other items that probably would not show 
much deterioration in less than 15 years. | am thinking of things like 
bandages and other items. 

Mr. Corron. You mean, a local hospital would use up your blood 
plasma and replace it? 

Mr. Pererson. Yes. 

Mr. Corron. Doesn’t that type of program involve a considerable 
staff scattered around to attend to this manipulation of the stockpile, 
to see that the items are replaced and to keep this program going? 

Mr. Pererson. Yes. There will be more of a requirement in the 
‘future than there has been in the past in that field. We have been 
operating our agency the last couple of years at, say, 510 million. I 
hope when our stockpiling and contributions programs are concluded 
we can operate the entire Federal program for $20 million. The in- 
crease Will be required to care for our stockpiles properly. 

| want to say, gentlemen, to throw the cards on the table, 1 think our 
warehouses are not in the best possible shape at the present time. Our 
material is warehoused by the General Services Administration. It is 
well taken care of as far as protection against the elements are con- 
cerned or against thievery. But, these supplies were bought originally 
and had to be bought in bulk. As the doctor will know, you can't 
ship a doctor a truckload of bandages and not have the other things 
to go along with bandages. It is our hope in the next year we can put 
our emphasis upon the breakdown of these items into usable assort- 
ments. Lam very frank to tell you I think we have been remiss in that 
field. Weare going to try to improve that as rapidly as wecan. The 
States have that same problem. 

| have been in a State warehouse in Sacramento and have seen 
what General Robertson and the California people are trying to do. 

We buy this stuff in tremendous bulk, ship in bulk, and it has to 
be broken down. It is goimg to cost some money. If anyone is in- 
terested in the warehousing situation, here is a picture of one of our 
warehouses in Indiana. You can see they are well taken care of. 
But the looks are a little deceiving, because the stuff is not broken 
down, as I say. It should be broken down. 
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COORDINATION OF ACTIVITIES 


Mr. Davis. Governor, going back to this question of coordination 
that the chairman brought up earlier, do you have an overall directive 
that guides you as to where you draw the line between your activities 
and the other Federal agencies? For instance, take a research prob- 
lem, where would you draw the line between what you would do and 
what the Department of Defense might do? 

Mr. Perrerson. In the law itself it has been clearly established that 
we are not to do research work. We are to call on other governmental! 
agencies for research work. That we attempt to do. We may have 
a few people on our staff that might have some earmarks of research 
people. But only in a very mild way, and it is a matter of degree 

What we run into right away, Mr. Davis, when we go to another 
Federal department and ask for some research work, is that they 
immediately say, ‘‘We don’t have the money in our budget. If vou 
will get the money for us, we will be glad to do the research.”’ 

Then we had the rather unfortunate te I think, last vear 
of having research items cut out of our budget and when the other 
people asked for them they were cut out of their budgets because 
there was some thought that the funds were in ours. The result 
was that they did not end up in either budget. Does that answer 
the question? 

Mr. Davis. Yes; I think you have. Carrying that one step 
further, show us how your organization dovetails with the Red Cross, 
for instance, both with respect to a number of vour protective pro 
grams and in respect to vour disaster responsibilities. 

Mr. Pererson. In a natural disaster, we cooperate with the Red 
Cross and make no effort whatsoever to do any of its activities. In 
other words, we call on it as an agency to take over, full force, its 
normal functions. The relationship has been working very well 
The Red Cross serves us also in the blood bank program. It is the 
agency which secures the blood all over America. Our relationships 
have been very good nationwide. 

I have once or twice heard of friction at a local level where the 
Red Cross appeared to think that we were moving into supplant it, 
which is foolish. We could not do it. Our job is to work with the 
Red Cross. I think that is the way to express it—work with it and 
utilize its services to the fullest. 

Mr. Davis. If I recall correctly, in the Missouri Valley disaster, 
that you mentioned earlier, at that time the President designated the 
head of the Housing and Home Finance Agency to coordinate the 
Federal disaster work there. As I understood from what you said 
earlier, under a more recent directive, that would be your responsi 
bility in the case of a similar disaster in the future? 

Mr. Prrerson. Yes, that Executive order was issued by President 
Truman about the 10th or 12th of January of this year. It has been 
continued by the present administration. 

Mr. Davis. Were you there purely in the capacity of an observer 
in the Waco case Or did you conduct some operating activities in the 
name of the Civil Defense Administration while you were there? 





239 


Mr. Pererson. | am glad you raised that question because the 

nswer will illustrate exactly how we are trying to proceed 

The minute that disaster occurred in Waco, I instructed my regional 
director, whose office is in Dallas, to go there as an observer, not to 
interfere but to see what the Federal agencies could do and keep me 
apprised of the situation, 

There are some Federal agencies under the law that can go in im- 
mediately without respect to our coordinating activities, 

Mr. Davis. Such as? 

Mr. Pererson. The Corps of Engineers can go into a flood opera- 
tion under their present authorization. The Reconstruction Finance 
Corporation can go in to make loans immediately, and there are many 
others. 

Our man went in immediately and watched. It would have been 
our hope that the local civil-defense agency would have been at work 
immediately. As a matter of fact, it was, but civil defense in Waco 
was rather dormant. It is a town of about 112,000. They had not 
anticipated an atomic attack. While they had plans and an organiza- 
tion, it had kind of sloughed off. The State civil-defense agency 
went right to work. 

My agency cannot go into natural disasters until the Governor of 
he State makes an appeal to the President of the United States for 
a declaration of the area as a major disaster area. Then the area 
becomes eligible for the funds you have provided the President in his 
emergency fund. The minute that the Governor asked for that help, 
my people then went in officially. They went in as coordinators 
The work was done by the city officials, by county officials, State 
officials, by military personnel, operating under the general direction 
of the mayor. 

Waco was lucky because there was an Air Force base close to it, and 
2.000 trained men were sent in there immediately after the disaster. 
\lso, Camp Hood people came in. The military have that authority 
under the law, too. 

I must say that before it was all over, our people, if not actually 
exercising direct operational control, had some of the elements in their 
operation of exercising supervision. There is a fine line there where 
the Federal people need to move with dispatch but must always 
respect the final authority of the city and county and State authorities 

| think your question was broader than that. That is just the 
natural aspect of it. 


ao 


REGIONAL OFFICES 


Mr. Davis. I did specifically ask the activities of your organization 
in the Waco situation. Just a little bit with respect to the overall 
organizational picture. You have mentioned two regional offices you 
are closing. Has there been put in the record yet at this point the 
location of the existing regional offices? 

Mr. Pererson. Let us insert a list for the benefit of the committee. 

(The document referred to is as follows:) 


35121 
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Regional offices 


States in regional area 


Maine, New Hampshire, Vermont, Massachusetts, Cc 
necticut, Rhode island, New York, New Jersey. 
stri ) , Pennsylvania, Maryland, Delaware, 
ia, West Virginia, Kentucky, Ohio. 
I e, Mi sissippi, Alab ama, Georgia, South Caroli 
Flot ida, ‘North C arolins 
Indiana, Ilinois, lowa, Wisconsin, Minnesota, Nort 
Dakota, South Dakota, Michigan 
lexas, Louisiana, Arkansas, Oklahoma, New Mexico. 
Colorado, Missouri, Wyoming, Nebraska, Kansas. 
California, Nevada, Utah, Arizona, Montana, Idaho, Wash- 


ington, Uregon 


STATE COOPERATION 


Mr. Davis. Did I understand you to say there are some of the 
States that are not putting up funds to be matched by the Federal 
Government? 

Mr. Pererson. No. To the best of my knowledge, every State 
in the United States and the Territories have all participated in this 
program. The import of my statement was that they are doing it 
with various degrees of efficiency. 

Mr. Davis. Do you have a record of the number of volunteers 
that at least are in the paper organization in the various States? 

Mr. Perrerson. Yes. That will be inserted in the record. 

Nore.—The information requested may be found on p. 234.) 


PERSONAL SERVICES 


Mr. Davis. Along that line, in your training program, do you 
pay anybody other than the full-time paid employees of the Civil 
Defense Administration? 

Mr. Peterson. No, not for personal services. 

Mr. Davis. In your attack warning setup, for instance, do you 
have people there who are paid full time just to stand by for months 
on end, we will say, or is that organization something that might be 
compared to the reserves of the armed services, for instance, who 
are paid only when they are on active duty? 

Mr. Pr TERSON. We have only two men who are paid in each one 
of the—I don’t know that I have the right term here—in each one 
of the air-defense control centers. J may not have the exact title. 
We have 2 men in each one of those 11 places. Those 22 men plus 
1 liaison man at Colorado Springs, Air Defense Command Head- 
quarters, are on our payroll. 

Mr, Davis. He is paid full time? 

Mr. Prererson. He is on full-time duty. He is a full-time man 
and works directly with a full-time Air Force operation. I will say, 
in my judgement, that we have some overpaid people in those 11 
spots. But that is my responsibility as an Administrator, I think, 
to correct. J have inherited that. I intend to do something about 
it, if that is what you are driving at. I want to say I am in agree- 
ment with you. I haven’t corrected it as yet. But I have some 
people there who are paid about $8,000, or something like that. | 
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think they were recruited originally and setup on the basis that it 
required about a colonel to do that job. I will grant you that there 
is a great deal of doubt in my mind whether it requires the services 
of a colonel to handle the particular job involved. 


FCDA COSTS COMPARED WITH CIVIL DEFENSE COSTS IN GREAT BRITAIN 


Mr. Davis. Do you know how the expenditures we have been 
making, and contemplate making, both at the State and Federal 
level, would compare with what Great Britain is spending on its 
civil defense program? 

Mr. Pererson. | do not have that knowledge personally. I could 
cet it. 5 

Mr. Davis. To a large extent, as I understand it, ours has been 
patterned on theirs, and so a spending comparison would be somewhat 
valid, would it not? 

Mr. Prrerson. I would think so, yes. Would you like to have us 
cet that information? 

Mr. Davis. If it isn’t too much difficulty, I think it would be 
helpful. 

Mr. Pererson. We will do that. 

(The following information was supplied:) 


Civil defense, Great Britain 


Number 


mount 
persons 


ral administration civil defense regional offices if $300, 686 
yme office civil defense service 5 730 
ttish home department civil defense service Ht 4, 005, 421 


tal 52 44, 904, 837 
All amounts have been converted from British pounds to United States dollars at $2.86 
PROBLEMS IN CIVIL DEFENSE 


Mr. Cannon. Governor Peterson, I take for granted that none of 
this information given us this morning is classified information? 

Mr. Pererson. No, sir. 

Mr. Cannon. That being so, the information is either obsolete or 
it is newer than anything we have had. We were told 2 years ago 
that out of every 10 planes the most we could expect to intercept 
would be 3 planes; that 7 planes would certainly get through. But 
a year later we were told that, out of every 10 planes launched abroad, 
10 planes would reach that target, barring some mechanical defects. 

(Discussion off the record.) 

Mr. Cannon. Furthermore, there has been some intimation that 
the plane is already obsolescent in the delivery of the atomic bomb, 
and delivery of atomic bombs would be by guided missiles, by robot 
planes. At any rate, it might be said that the situation is in some 
respects worse than you have represented; that is, Governor Peterson, 


you minimized the importance of your work. 
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May I say, Governor Peterson, I think you have approached this 
matter from as practical a point of view as any man I have ever heard 
discuss it before the committee. 

There is one thing you have not referred to: that when Russia 
attacks, if she does attack, it will involve every vulnerable point in 
the United States. The effort will be made to knock us out at one 
blow, to paralyze the centers of production, transportation, and 
population, so that we cannot recover from the shock in time to re- 
taliate 

Unquestionably, Russia knows as much about the location of our 
powerplants, our depositories, our arsenals, our nerve centers, as 
we know ourselves. So, when she attacks simultaneously at least 20 
and perhaps 30 cities, even if we could intercept 3 out of 10 conveyors, 
these bombs will fall on mass populations, and the problem will be 
simply impossible to meet in any way that we could prepare to meet 
it here. 

You very well say that 5 million casualties is the maximum of any- 
thing that we could expect to deal with; that, even though we provide 
funds and plans to handle more than 5 million casualties, that is the 
limit of the personnel of our medical and nursing and hospital facilities. 

Mr. Pererson. That is right. 

Mr. Cannon. So, on the face of it, 5 million casualties would be a 
drop in the bucket. With every major city in the United States under 
attack, and the vast devastation of atomic warfare, the need will be 
beyond any facility we can provide. This information should not be 
classified. It should be given the widest publicity. 

I was gratified to hear you say that in your opinion the com- 
mittee had acted wisely in the past; that one of the best things that 
had been done in the review of the budget was to reduce the amount 
of money asked for this purpose. Of course, in the beginning a 
tremendous system of shelters was projected. Every city rushed in 
to cooperate with the thought of securing free shelters which could 
be used for automobile parking and other civie purposes. Along with 
that they were going to get fire engines and hospitals and other facilities 
of that character. We realize now that is utterly beyond the range of 
possibility, to attempt such a program, but it took us some time to 
realize that. I am glad to note that you seem to be working with 
that idea in view. 

As a matter of fact, about the only service your agency could 
render, Governor Peterson, is, first, warning and, second, education. 

We have thrown around the country a vast radar screen which we 
are slowly perfecting. It has been a long process to get it into 
operation. We have every available facility to advise us of the 
approach of any hostile force. But, even at that, as you very well 
say, 30 minutes is probably the limit of the warning we could give 
our coast and border cities. So that phase of your work is also largely 
minimized because we cannot give warning in time to do much in 
that respect. 

As to education, as to what to do in event of attack, the most you 
could do would be to instruct the general public so everybody would 
know the most practical thing to do in the event of an attack. That 
would be the largest service your agency could render. 

However, we really have no standards to go by, no blueprints, no 
experience. As Mr. Davis very well said, we have modeled our plans 
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in this respect largely on the experience of foreign countries, E ngls und 
especially, which endured tremendous bombing campaigns. But the 
atomic weapon is entirely different from the projectiles and explosives 
which England weathered and which knocked Germany out. 

The atomic feature with which you must deal here is entirely 
different. We don’t know so much about it. Every facility of trans- 
portation would be intercepted. 

In France, one of their greatest difficulties when the Germans came 
across was that all of the highways were clogged with civilians fleeing 
from the cities. That is going to be true in any case. When the 
bombs begin to fall, or when the word comes that attack is imminent, 
there will be a rush out into the streets, out into the highways, every- 
body trying to get away and out into the country. 

A peculiar situation is developing around every city, New York, 
and St. Louis especially, information to that effect came to me in a 
very personal way. I said to the manager on my farm, ‘‘We need 
more grazing land. Look around and see if you can pick up 160 
acres somewhere close that we can buy and use to graze cattle.”’ 

He came back and said, ‘There is nothing for sale. Everything 
has been bought up by St. Louis people who want a place to send 
their families in case of an atomic attack.” 

If worse comes to worst you are going to be confronted, Governor, 
with that situation. The highways will be clogged. French troops 
could not ride down women and children on the highways. That is 
what you are going to be up against’ It will not be merely New York, 
Chicago, or Cleveland or San Francisco; it will be in every major 
city in the United States. Are you prepared to meet that situation? 


STOCKPILING 


Going back to stockpiling. We reached the conclusion here at 
one time that the only effective stockpiling would have to be done 
through cooperation with the industry, that if we established great 
warehouses over the country as centers of ee of drugs and 
other supplies, access to them would be confined to comparatively 
small areas and if we tried to supply bases of ceaniian. that would 
adequately serve each locality, that would of course be out of the 
question. And that the only practical method of handling that was 
to cooperate with the industries so that there would be sufficient 
supplies for retail in every locality, and as Mr. Cotton said, the 
supplies would be fresh. 

What have you done toward cooperating with the industry in 
this respect? 

Mr. Prererson. The nature of the medical supply industry is such 
that the volume of supplies carried in their pipelines and in the 
drugstores combined, and in their warehouses, is just practically 
nothing in view of terms of a problem of this kind. 

I think somewhere in our figures here, I can’t put my finger on 
them right now, the nature of the drug and medical supply business 
is such that they operate on a very small inventory basis. There 
would seem to be no way in the world that we could get these stock- 
piles except by the very plan that we are following. We have dis- 
cussed this and have gone into it reasonably carefully. 
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As a matter of fact, when I briefed the Cabinet, Secretary of 
Defense Wilson shot that at me the first thing. He said, “Why 
don’t you get the industry to stockpile this?” I think generally I 
would be in favor of that, but I think the doctor knows that the 
amount of bandages, for instance, that the industry produces in 
advance of the need is enough for only a few weeks. They don’t 
pile that stuff up a year or 2 years in advance and draw on it. They 
just keep ahead of the game all the time. 

May | comment on some other statement you made, Mr. Cannon? 


WAREHOUSES 


Mr. Cannon. Before you leave that, would the perimeter of access 
to these storehouses be sufficient to serve the public? We had the 
impression from some of the information we had from England that 
access to these storehouses was only on the shortest radius, that it 
would be impossible to get this material where it was needed in case of 
a nationwide disaster of this character. You'd think there would be 
no difficulty in covering the entire country from the depots which 
you have planned? 

Mr. Pererson. We have located these depots with the idea in mind 
that they are outside of the vulnerable areas and located in such a way 
that we can get the supplies around the country. 

Let’s insert in the record, too, a statement showing where these 
warehouses are located 

(The material referred to is as follows:) 


FEDERAL STOCKPILING STORAGE SPACE REQUIREMENTS 


Storage space requirements for the fiscal vears 1952 and 1953 stockpiling 
programs require a total of 701,400 gross square feet. The status of this space as 
of June 1, 1953, bv gross square feet, is as follows: 

Presently leased: Gross square 
Location: fe 
Gilbert ville, Mass 99, 000 
Ellenville, N. 4 33, 000 
Carrollton, Ga 14, 000 
Lake Charles, La : 46, 000 
Bremen, Ind aa 74, 400 
Zanesville, Ohio 101, 000 
San Jose, Calif _ 48, 000 


Total ds : _. 445, 400 


Military space (occupied on rent-free basis) : 
Location: 
Mechaniesburg, Pa 5 es ks Bee 
Spokane, Wash ; : ie i ; 25, 000 
Clearfield, Utah a . ' wie é« 25, 000 


Total 5 as eee : acccan SUS OUU 


Additional space to be acquired: 
Location: 
Northwestern Pennsylvania area__--- -- 68, 000 
New York City area eee a ae a 87, 000 


Total ; bs e aires $3 155, 000 


Grand total Tae Shon 3 __.. 701, 400 
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Storage space requirements for fiscal year 1954 program as reflected in this 
yudget will require an additional 899,000 gross square feet of space, in order to 
ymply with the strategic concept of FCDA planning to provide equitable dis- 

tribution and strategic support to critical target target area; this space is current ly 
planned to be located in the following general geographical areas: 

Gross square 

feet 

New England area (Additional at Gilbertville, Mass 38, 000 
Central New York area 54, 000 
Washington area 81, 000 
South central Michigan area 7. 000 
North central Missouri area 3, 000 
Seattle-Portland area 000 
South central Wisconsin area 9 000 
New York City area 000 
Philadelphia area , 000 
South Indiana area 1, OOO 
Central Illinois area 19, 000 
Los Angeles area 000 
Denver area 009 


Total 9, 000 


Mr. Perrerson. I don’t want to minimize the effects of an atomic 
attack on the United States. As a matter of fact, no one knows very 
much about what will happen in the case of an atomic attack, because 
no one has seen one except in Japan. I know there will be chaos and 
difficulty in transporting things. But we feel we have located them 
as wisely as we can and on roads that are accessible. These things 
will probably have to be moved by motor transport over back roads 
rather than over the main highways and the railroads. 

| want to say, Mr. Cannon, there was much of what you said that 
[ think is correct. This is a tremendous problem that we face, the 
createst, of course, in the history of the world. The sources of our 
information, and | have tried not to reveal any classified information 
at all this morning, I think are excellent. I believe that the Defense 
Department, the Atomic Energy Commission, all agencies, have 
given me absolutely the best briefings that are possible for the Govern- 
ment to provide. 

There is no question but what we will have a es attack 
from Russia when the attack comes. They will attempt to hit as 

¢ a segment of America as they can. I do not doubt th: at 7ors 
out of every 10 bombers will get through. I believe we can knock 
down some of them. I believe it is absolutely vital that America 
have a warning system. I have reason to believe, on the basis of 
conversations with people in defense and some scientists in Govern- 
ment and outside of the Government, that it is within the ability of 
America to afford it. I am not talking about $15 billion or $20 
billion, we have read in the papers, but a more modest sum. I 
believe it is possible and necessary there be built a listening screen 
from possibly all the way from Hawaii, extending across the Arctic 
wastes of Canada and clear over to Greenland, backed up with prob- 
ably another screen 500 or 600 miles below that. 

If we install such a screen, I think the time will come in the future 
when—if this attack is delayed for a period of a few years—I think 
there is a time when mechanical devices will probably be quite ac- 
curate in detecting the approach of an enemy and will give us several 
hours of warning. 
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It is true that an attack on Seattle, Wash., would probably not b 
known more than 15 minutes in advance as of today. But thank God 
because of the geography of our country, if such an attack is made, 
let us say, St. Louis, Kansas City, or my city of Omaha, are going to 
get 2 or 3 hours of warning time. It is a simple mathematical problem 
of dividing the speed of the airplane into the number of miles to be 
covered. So that parts of America will get a warning. 


WARNING SYSTEM 


Mr. Cannon. Do you expect to cooperate with local ieevere | : 
your warning system? In any city there are plants equipped wi 
whistles that could be utilized. You wouldn't expect to install any 
would you? You would expect to cooperate with those already in 
existence, commerce ially? f 

Mr. Pererson. No, we can’t do that. I wish we could. We 
find it will be necessary to have some distinctive type of warning 
It will have to be a distinctive type of horn. I have heard those horns 
[ was in Detroit the other day where they warned all the people of 
Detroit and the Canadians up to 3 miles across the river with only 20 
horns, horns built by Chrysler. 


NEED FOR CIVIL DEFENSE PROGRAM 


I am leading up to one thing. I sensed in your statement a certain 
undertone that maybe it was futile to carry on a civil defense program 
of the nature of the attack which we would have to face. 

I would like to suggest two things, that in my judgment it would not 
be futile, but rather it would be very nearly criminal on our part if we 
did not plan and implement our plans along the present lines to mini- 
mize the attack and to save all the millions of lives we can. 

I believe we can do a job of that type. I would suggest further that 
if it were foolish to carry on a strong civil defense program, the same 
arguments would pertain to a defense program. 

Certainly, America must not get itself into a frame of mind where it 
feels we cannot do something constructive or affirmative to offset a 
Russian attack. 

Mr. Cannon. As I said, I am glad there is nothing classified about 
this information, that it can be given freely to the public. Your entire 
testimony can be printed and distributed. One of the great values of 
the information you have given us here today is to impress upon the 
country that the best attack is an offensive. That is an old Army 
rule, that in order to defend yourself you should attack. I don’t 
mean by that that we should bomb Russia first. But I do believe we 
should be alerted to this situation, that if the time ever comes when 
Russia can deliver to all of ow’ major cities and our centers of control 
an atomic bomb, that we are in the last stages of defeat and annihila- 
tion and we must forestall a situation like that. In other words, we 
must be prepared for the ultimate, for the worst, if it must come, but 
at the same time we must take steps which will prevent it from ever 
coming. 

How that can be done, of course, is a question for our military 
strategists from the President on down, and he is one of the best 
there is in the business. It should be impressed upon the American 
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people and all Government agencies that we must never be driven to 
the ultimate extreme of using your facilities; if we do, we are lost. 

I noticed you referred to research. There is no way in which the 
Government is wasting more money than on research. Research has 
become sort of a catchword. It is a remedy for everything in the 
world. You'd think when you listen to these people talk about ap- 
propriations for research it means research is going to get something. 
It is very seldom that they get anything. Most of it is wasted. The 
only reason why I was satisfied with the exceptional amount of re- 
search spent in the agricultural bill of my good friend, Mr. Andresen, 
who is one of the best chairman of that committee that I have ever 
known, the only reason | could content myself with spending the 
enormous amount of money—lI know a lot of it is going to be wasted 
is that it is the agency that should handle this question of contagious 
aqaiseases. 

Undoubtedly, as you say, Russia is preparing to distribute plant 
diseases, animal diseases, and human diseases. 

There is a great fearful operation, and that thing alone reconciles 
me to the enormous amount of money in the agricultural bill this time, 
because in my opinion, that is one of the most important agencies in 
your work, preparation to meet these attacks when they come. 


DISASTER RELIEF DUTIES OF FCDA 


sut I was disappointed, Governor Peterson, when you conceived 
the idea that in advance some way your agency should be used to 
meet ordinary everyday disasters. 

As you very well say, there is a disaster in this country every 2 

lavs. The Government should never get into that activity. That 
S iaah 1 be left to the people. That should be left to the Red Cross, 
which is voluntary. It is supported in every community by the 
people locally. They give not only of their money but they offer 
volunteer service. That is too broad a field, too wide a scope for 
the Government to ever attempt to get into. 

While I may be entirely wrong about it, | hope your agency will 
never have as one of its objectives the meeting of major disasters of 
various kinds throughout the United States. I hope we will never get 
into that. 

Mr. Perrrson. Mr. Cannon, I want to say you express a philos- 
ophy that is in keeping with one of the associations which are mine, 
and I am thinking politically now. Iam in complete agreement with 
vou. I don’t think the Government should have gotten into that 
field. The Government is in the field. 

I will say we will try to handle the money, we will try to conserve 
every one of those dollars, and I have made such a recommendation 
to the President. I don’t say it with happiness, but I have already 
been under attack on the floor of this lower House for being too tight 
about this money. In 90 days I have been attacked once. 

Mr. Cannon. It is a distinction of which you should be proud. 

Mr. Prererson. I think you are right. Those things should be 
done in the localities and in the State, but the philosophy that estab- 
lished that concept did not come from the party with which I happen 
to be affiliated, politically speaking. 

Mr. Cannon. Thank you, Mr. Chairman. 
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EVACUATION FROM URBAN AREAS 


Mr. ANDERSEN. What, if anything, do you contemplate in planning 
against the situation that he describes about the evacuation of large 
urban centers where the traffic would become uncontrollable? 

Mr. Pererson. The agency has had the other concept, the concept 
of going under the enone for the reason that it was not felt there 
would be any warning time. It is my hope that as time goes on 
we can get warping time. I can tell you frankly that the military 
needs the warning time as much as the civilians need the warning 
time. 

Mr. ANDERSEN. Suppose you don’t have any warning, and suppose 
all the roads and highways will be clogged, and undoubtedly they 
will be as Mr. Cannon has described, because people become panic 
stricken, do you have any plans to meet such a situation? 

Mr. Prerersen. Yes, we have the program under which we take 
over the dissemination of all information in America immediately 
in the event. of an attack. That authority is granted us under the 
law. We would do that immediately. 

In addition to that, we are working out plans. You may have 
noticed highways marked in this Washington area which state, ‘In 
case of attack, this highway becomes a civil-defense highway 
Plans are worked out with the police departments in the cities in- 
volved so that we step in and attempt to control the flow of that 
traffic. 

If you say we have no warning, then I assume the highways will 
not be clogged because then I assume the people are caught right 
where they are when the attack comes. If we have 15 or 20 minutes, 
we have an almost impossible problem. If we can increase that 
warning time to 1, 2, 3, or 4 hours, we can get the thing into manage- 
able shape. I am certain that what Congressman Cannon has said 
is absolutely right. 

sy the way, I have not discussed here this morning certain phases 
of our problem. I think I should say this for the record: I anticipate 
if the Russians attack us, we will not alone get atomic bombs from the 
sky but atomic missiles from submarines lying off the coast of our 
great cities, introduction of plant and animal diseases, that we pos- 
sibly may have nerve gases and other chemical agents used against us, 
and this whole idea that you mention, Congressman Anderson, of 
panic will be induced by psychological efforts made by the Russians 
to panic the people of the United States. 

It is not a pleasant picture to contemplate. We are working in the 
field. I must tell you frankly that our plans are not firm to the place 
where we are satisfied with them or could present them to the com- 
mittee. 

BLOOD PROGRAM 

Mr. Gary. How much of this money is going to be spent in the 
blood program? 

Mr. Peterson. $16,200,000. 

Mr. Gary. How will that be spent? 

Mr. Pererson. We work with the national agency that has been set 
up for the procurement and securing of blood. We buy our blood 
through the Armed Service Medical Procurement Agency. 
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The raw blood in the first instance is secured by the Red Cross 
in the great program it carries on allover America. But there are some 
costs to us incidental to the securing of the blood. We have to pay 
some money to the Red Cross for that. It is too big for it to absorb 
under its regular program. Does that answer the question, sir? 

Mr. Gary. You pay the money to the Red Cross for procuring the 
blood? 

Mr. Pererson. No, we pay the money to the Armed Services 
Medical Procurement Agency, which buys all our medical supplies, 
including plasma. 

Mr. Gary. What do you give the Red Cross money for? 

Mr. Pererson. Wedo not. But they are paid some money 

Mr. Fouts. The price we pay is all-inclusive of the cost of securing 
raw blood, processing, and the cost of packaging. We pay one unit 
price. 

Mr. Gary. Your expenditure is purely for the blood you stockpile, 
is that right? 

Mr. Pererson. That is right. 

Mr. Gary. Where are you stockpiling that blood? 

Mr. Prrerson. We have that stockpiled in warehouses over 
America. I think we could give you the exact locations. 

Mr. Gary. You stockpile it in your own warehouses which are 
located in various parts of the United States? 

Mr. Pererson. Yes, sir. 

Mr. Gary. Do you have much stockpiled at the present time? 

Mr. Pererson. Yes, we do. We have a considerable amount of 
it. We need a great deal more. 

Mr. Gary. I understand there is a shortage of blood in Korea. 
Would they call on your stockpile in case of need? 

Mr. Fouts. The shortage in Korea is for raw blood, whole blood. 
That takes priority over all plasma. This is a national blood program, 
sir. 

Mr. Pererson. I think it was President Truman who reached out 
and took hold of this blood business and threw all of these agencies 
together in one unified program so there wouldn’t be any competition 
and that the blood would get to the places in order of priority. 

We do nothing in our blood program that could in anywise hurt 
the Korean effort. If we did, we would be criminally shortsighted. 
We work through the Armed Service Medical Procurement Agency, 
because their program is so much larger than ours that it seems ad- 
vantageous to take advantage of their services. 

Mr. Gary. Are you stockpiliag only plasma? 

Mr. Prrerson. No, we are stockpiling several different blood 
substitutes. I have my medical officer downstairs in another room. 
1 would be pleased to call him, if you care to discuss the blood pro- 
gram in some detail, because the terminology is familiar to him 
and it is not to me. . 

Mr. Gary. All I want to know is just what your program is with 
respect to the blood program. 

Mr. Fouts. The best answer to that, I think, is the answer the 
Governor has already given you, that the blood program is a national 
program, headed by a group set up by the President. They allocate 
to each agency, the Department of Defense and ourselves, how 
much blood plasma we can get, based on blood collections and the 





processing facilities. Last year we were the only ones who stock- 
piled plasma. The armed services had enough. All they were get- 
ting was for immediate use. 

This year we are going to stockpile 600,000 units of either blood 
plasma or blood derivatives, whichever we can get. 

Mr. Gary. You do not stockpile whole blood? 

Mr. Fouts. No, sir. 

Mr. Gary. That is exactly what I was getting at. The whole 
blood would deteriorate? 

Mr. Fouuts. Dr. Fenton can give you a better answer on that. 

Mr. Frenron. It must be a year-to-year basis. Are you talking 
about the complete program or just talking about 1954? 

Mr. Fouuis. The 600,000 units for 1954. 

Mr. Gary. How long will the blood plasma last? 

Mr. Founts. At the minute it has a life of 5 years. It can be 
reprocessed with a slight loss. 

Mr. Gary. Do you have a revolving program? 

Mr. Prererson. Yes. We cooperate with the military and other 
agencies, When we use this blood, to see none is wasted and the max- 
imum utilization is gotten from it. We have 1,300,000 units of plasma 
on procurement for 1953. We have procured 1,200,000 units of PVP. 
I can’t pronounce the word. Itisasynthetic. We are buying dextran, 
which is another synthetic substitute for blood. 

We need, we believe, 2 million units of blood derivative, plus the 
5 million for a total of 7,500,000 units to treat 5 million casualties 
for 3 weeks. That is what we are building toward. 

Mr. ANDERSEN. What do vou define as a unit? 

Mr. Perrerson. 500 ec’s. 

Mr. AnprerseN. That is sufficient for one treatment? 

Mr. Pererson. One treatment, yes, sir. 


PEACETIME DISASTERS 


Mr. Gary. With reference to the peacetime disaster, such as Waco, 
most of the relief work is done by the volunteer workers, is that right? 

Mr. Pererson. Yes, sir. 

Mr. Gary. Those volunteer workers are enlisted by the State 
defense organizations in cooperation with your organization? 

Mr. Pererson. Yes. Actually, sir, the operating personnel are 
at the city and State level. The work is actually done at the city 
and State level and has to be because that is where the problem is. 
We exercise a coordination function and a leadership function in the 
natural disaster field as well as in the atomic warfare field. 

Mr. Gary. It is really the local volunteer workers who are doing 
the work? 

Mr. Pererson. Yes, sir. 

Mr. Gary. They are better equipped to do the work, because of 
the instruction and because of the organization which has been 
perfected under the Civil Defense Administration? 

Mr. Prererson. Yes, sir. 

Mr. Gary. There is only one Civil Defense organization? You 
don’t have an organization of volunteers, and then the State have a 
volunteer organization; it is all one, and the whole activity is 
coordinated? 





Mr. Prererson. Yes, sir. 

Mr. Gary. So, when you say that Civil Defense is working on it, it 
is in effect only the volunteer workers in that community that are 
giving their time to helping handle the disaster under the leadership 
of the State and national agency? 

Mr. Pererson. That isright. If we had a big enough disaster, sir, 
if something befell New York, for instance, we might move our mobile 
support units in from over the United States to help them. 

Mr. Gary. I was speaking about Waco. You could call yours from 
surrounding territory there, from another town near Waco, but it 
would all be a part of the State defense plan? 

Mr. Pererson. The thing will not work, sir, unless the mayor is 
responsible at the city level and the governor at the State level. We 
don’t interject ourselves on an authority basis at all unless we get to 
operating over several States. 

Mr. Gary. You just go in on a cooperative basis, to render such 
assistance as the Federal Government might render? 

Mr. Prererson. Yes, sir. 


PROGRAM FOR URBAN AREAS 


Mr. Roonry. I wonder if I understood you correctly awhile ago. 
| understood that your group or some governmental group is recom- 
mending that no further Federal funds be used for improvements in 
urban areas; did | understand you correctly? 

Mr. Pererson. No. What I was saying was that if we are going 
to decrease urban vulnerability—of course, these great cities are the 
No. 1 targets—we have to disperse our cities. I was suggesting that 
the Federal Government should, in my judgment, not send Federal 
money for building projects for industrial plants, or should not even 
contract with certain industries where the construction of new plants 
is involved, unless they would agree to disperse those facilities to the 
edge of the cities. 

Mr. Rooney. Is that solely your individual opinion or is your 
opinion shared by others in the administration? 

Mr. Pererson. That is, first of all, my individual opinion. It is 
not either a matter of administrative policy or law at the moment 
It is the policy I would urge on the President and the administration. 
For instance, it makes no sense, in my judgement, if you would 
into downtown New York and tear out a slum ares 

Mr. Rooney. That is what I am getting at. You would recom- 
mend that there be no further expenditures of Federal money for 
low-cost public housing and clearance of slum areas? 

Mr. Pererson. No; not in this question. 

Mr. Rooney. I understood you, broadly, to say it was your idea 
there should be no further Federal expenditure of funds for improve- 
ments in urban areas. 

Mr. Pererson. If I said that, I spoke clumsily. What I mean to 
say is this: If you tear down a slum area, I would not replace it where 
Government money is involved by great big apartment houses in a 
vulnerabl > area. | would see they were moved out to some place 
where they were safer. I am not saying whether Federal money 
should be used at all in that respect. That is another debate 





1 would not want to build an apartment house there and consign 
those people to death in the event of war. 

Mr. ANDERSEN. | presume by that, Governor, you mean that you 
would shift such a housing unit, at the most, 3 or 4 miles, to get it 
away from the immediate area of a prime target? 

Mr. Perrerson. I am not proposing that there be no building 
l am proposing getting it out of the downtown area. 


PERSONAL SERVICES 


Mr. Cannon. Under your administration, Governor, have you 
increased or decreased the personnel? 

Mr. Prrerson. I have personally brought about four people into 
the agency I think the net result of my actions up to this time, to 
the end of this month, would be to decrease the personnel, 

It is my hope that I can effect further decreases as I complete a 
study, which is now going on, of the nature of the duties of every 
person in the agency. I rather have a feeling there are too many 
people. But I don’t want to use the meatax technique if I can use 
the other technique of going through and seeing if each job is necessary. 

Mr. Cannon. Where is the larger field for decrease of personnel, 
in the home office here in Washington or out in the field? 

Mr. Pererson. | must say we have about 500 people in Wash- 
ington and about 250 or more in the field. I am inclined to think 
we should have more people in our regional offices and fewer in the 
home office. 

I don’t know what the exact balance should be yet. I don’t know 
what the exact figure should be yet. I want to say I find in the 
agency a tremendous eae of extremely fine and able people. 
This agency was created at a time when it appeared we were going 
to war. To get them it a around to other agencies in Govern- 
ment, and to get them it had to actually pay them pretty well, 
which means that our salarv schedule is a little above normal. 

Mr. Cannon. That was due to the fact that the demand for per- 
sonnel in all branches of the Government made it necessary to pay 
high salaries in order to get comparable men? 

Mr. Prererson. Yes. 

Mr. Anprersen. If you will permit on that specific point, Mr. 
Chairman, | notice that the average salary here proposed is $6,890, 
and that, of course, as you have said, Governor, is quite far beyond 
the average department of Government? 

Mr. Perrerson. Yes. 

Mr. ANDERSEN. You maintain that is necessary because of the 
skill needed; is that it? 

Mr. Perrrson. No. I can express my personal opinion on it. 
I was just eens why I thought it happened. 

As Mr. Cannon said, we were going to war and there was a scarcity 
of sae We did need high-type personnel. We did get ex- 
tremely fine people out of Government and industry. I have a note 
here which I think explains my attitude. 

I have written opposite, “Average salary and average grade,” that 
‘‘we need more Indians and fewer chiefs.”’ 





Mr. ANDERSEN. I might say that was my impression when I 
studied the justification, not enough people to do the work. 

Mr. Cannon. The only people I think who are being reduced in 
salary are the farmers. fam glad to see now that some of the other 
departments are suffering the same reduction in salary scales 


HOSPITAL FACILITIES 


Mr. Fenron. Governor, | notice in your future planning the States 
will probably have to have temporary hospital facilities. What type 


hospitals do vou contemplate? 

Mr. Psererson. They are a field-type hospital with, as I understand 

very rudimentary equipment able to do the job. | have heard the 
liscussion of this and have discussed it with our medical officer. I 
think that is the best way to answer it, just to say they are field-tvpe, 
rudimentary-type hospitals which can be thrown into schoolhouses, 
hurches, and other big buildings, take them over and make a hospital 
mut of them. 

| don’t know that that language would mean much to you. 

Mr. Fenton. | think it does, having some experience with mobile 
hospitals. 

(Discussion off the record.) 


USE OF MATERIAL STOCKPILED FOR PEACETIME DISASTERS 


Mr. Gary. Are these stockpiles available for the peacetime dis- 
asters that we have been talking about this morning? 

Mr. Pererson. I would certainly think so. I don’t know whether 
| would have the authority to make that decision or the Pres:dent. 
Certainly it would have to be available. There would be no sense in 
making any other answer, if they are required. I don’t know the dis- 
aster that would require we go into the stockpiles. I suppose, con- 
ceivably such a disaster could occur. 

We have never tapped them vet for anything. I suppose something 
could happen in the United States that would be so drastic that | 
vould assume that evervthing the Federal Government had would be 
available, military supplies and everything else, because all of these 
things are available for the needs of the people. 


OPERATIONS 


Amounts available for obligation 
1952 actual | 1953 « 
ypriation or estimate $11, 560, 000 g O00. 000 


bursements from other accounts 11, 351 5, 100 


Total available for obligation 11, 571, 351 8. 005, 100 12, 090, 000 
bligated balance, estimated savings 460, 620 


11, 110, 731 & O05. 100 12, 000, 000 
transfer from ‘Maintenance 


560, 000 600, 000 


Total obligations 11, 670, 731 8, 605, 100 12. 000, 000 
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Obligations by activities 


Description 1952 actual | 1953 estimate | 1954 estin 


$755, 261 $795, 100 
502, 447 626, 000 
1, 577, 767 843, 400 
2, 186, 041 2. 221. 600 
526, 127 459, 900 
1, 946, 550 862, 600 
811, 521 
728, 167 925. 100 
136, 174 144, 000 
500. 676 727, 400 


, 670, 731 , 605, 100 12, 000 


Obligations by objects 


1952 actual 53 estimate | 1954 estimat 


, 094 
6 
809 


$6, 309 


GS-94 


, 958, 072 $. 224 

tion 14, 463 090 

52-week base 18, 996 231 
113,475 665 | 


for reimbursable details 183, 855 190 


5R8, 861 é 700 5, 600 
505, 839 045 55 
56, 949 . 600 44 
142, 426 035 562 
51, 970 760 90, ( 
355, 203 200 600 
270, 527 . 160 | 1, 385 
, 729, 662 500 2, 952 
229, 603 750, 150 
651, 363 700 34 
66, 500 
107 
17, 678 7, 650 19 
4,043 3, 000 6 


670, 731 ; 100 12, 000 


inalysis of expenditures 


1952 actual 1ate | 1954 estir 
$1, 560, 817 $3, 638 
11, 110, 731 8, 100 
12, 671, 548 
11,351 


241, 843 
3, 423, 638 


. 994, 716 5 10, 100, 


, 730, 611 i, | 9, 200, 00 
, 264, 105 3, | Li 
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Mr. Taser. Governor, we have a revised estimate of $10,900,000 
for “Operations.”’ 
(Discussion off the record.) 


SUPPLY SERVICE 


Mr. Taser. We will go on to “Supply service.”’ You have an 
increase there of $953,000. I wonder why that is necessary. 

Mr. Pererson. That is actual increased warehousing cost. 

Mr. Taser. You mean you are figuring on building more ware- 
houses? 

Mr. Prererson. On leasing more warehouses. As we expand the 
stockpile we must have more space. If you cut the amount of money 
we have asked for for stockpiling we can cut this item proportionately. 
If you grant all of the money we have asked for for stockpiling we 
must increase this particular item for warehousing. 

Mr. Taper. Has any check been made to see if there are surplus 
Government warehouses that might be used? 

Mr. Pererson. Yes, sir. We are already using three military ware- 
houses. The only trouble is we have to get out on 90 days’ notice. 

Mr. Taner. You have not had any 90 days’ notice vet? 

Mr. Perrerson. No sir. We are using three now and will be glad 
to use anv more we can get. 


HEALTH AND WELFARE 


Mr. Taser. You are increasing $220,000 on ‘Health and welfare.”’ 
Why is that? 

Mr. Fouuts. There is $190,000 that is accounted for by training 
programs that we want the Public Health Service to do for us. These 
are all outlined. 

Mr. Taner. What sort of things are thev? 

Mr. Fouuts. There is a list of them in the budget at page 50. It 
sets out the detail of $190,500; $15,000 is for our portion of the 
Federal Civil Defense share of the National Research Council’s 
Committee on Blood and Related Problems. There is a special pro- 
gram we would like the Public Health to set up on biological-warfare 
defense training consisting of two different courses; a 1-week orientation 
course for State health officers, laboratory directors, ete. Then 
another course in air-sampling and rapid-identification methods for 
State and local laboratory technicians. Together these require 
$50,000. 

Mr. Taser. Well now, doesn’t the Defense Department in its 
biological-warfare program take care of these activities? 

Mr. Fouuis. Their activity is more directed to offense rather than 
defense. 

Mr. Taser. But they have been in the other feature very decidedly. 
I know they have. 

Mr. Prererson. This is for training civilians to know what action 
to take in this type of work. Military people want them available. 
They won’t train civilians. Very few people in America know any- 
thing about what to do with respect to radiological defense; how to 
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measure radioactivity and what action to take after you have made 
measurements and have come to certain conclusions. 

Mr. Taper. Isn’t the Defense Department covering that also? 

Mr. Prererson. They are doing some work in the field but this is 
with respect to 

Mr. Taner. I will ask the clerk to find out about that so the com- 
mittee may know when we mark up this bill. 

There is a $37,500 increase for the “Emergency sanitation projects.” 

Mr. Pererson. You see, the main trouble so far as the military is 
concerned is it does its work and has dene its work for the benefit 0! 
the military and has not riven consideration to civilian population 
except most incidentally. Our responsibility is to take care of the 
civilians 

Mr. Taner. Well this emergency sanitation project might be some 
thing that is your responsibility, but the Food and Drug Administra 
tion are going to do the work Do they really need to get into such 
things as that? 

Mr. Pererson. We have had cooperation from everyone of thes: 
agencies very fully. 

Mr. Taner. Do you need a great deal of funds for such cooperation? 

Mir. Pererson. I do not know what we have for this specific agency 
but we do have many agencies in the Government to work with. We 
would not do this work ourselves. We would contract it with other 
Government agencies, 

PUBLIC INFORMATION 


Mr. Taser. You have an increase in the “Public information” activ 
itv on the order of $250,000. What is that? 

Mr. Fouuts. That is a list of booklets we would like to make and 
so on and contractual services mentioned on that page and the top 
of page 64 which gives a complete justification for that amount. 
On page 62 there is a statement on Public Information showing exactly 
how we propose to spend $292,750. 

Mr. Frrrrson. It is an estimate of course to educate the public 
in a better manner than we have done in the past as to what people 
will have to do in case of attack. When you are dealing with 160 
million people you are dealing with a passing parade and you have to 
keep hitting and hitting. We have sampled the public knowledge 
and it is pretty sketchy on this. 

Mr. Tarer. Have you spent any money on television time? 

Mr. Pererson. We have spent money to make tape recordings 
but not for TV time or radio time. 

Mr. Taper. Is it expected that you would? 

Mr. Pererson. No. Itis not. We take the time offered to us by 
radio and TV stations as a matter of public service and their talent, 
too. And as a matter of fact they have been very good to us. The 


entire information-media industry have been good to us. 


EXECUTIVE DIRECTION 


Mr. Taser. You have a $34,000 increase in your executive 
direction. What is that? 

Mr. Peterson. We have an increase in travel. There is an increase 
in staff but ] expect to end that The budget | have taken over here 





was prepared before my time and so actually I am working with 


someone else’s budget and I trust I can make some improvements as 


| co along. 
POSSIBLE REDUCTION IN 1954 BUDGET 


Mr. Taser. Are there any items involved in this breakdown on 

creen sheets just preceding page 4 where you have already adopted 

some program or reorganization that might result in more efficient 
operations and less expense? 

Mr. Pererson. Weill, Il have already adopted a complete reorgani- 
m plan but that will not be reflected in savings until we have 
mined each job in the agency. The only concrete saving I have 

le as yet is the money I referred to this morning in closing two 
yal offices and I expect to make savings here in many places but, 
I cannot point these places out today. All I can say 


ait 
1 
rl 


7 
frankly, 


s | will save money after this has been given a thorough going over 


nd I expect to turn back money to the Treasury. I have done that 
in every government I have run. 
Mr. Taser. We hate to appropriate money that is not going to be 


needed. 
\ir. Pererson. But you hate worse than that to spend it unneces- 


‘ily. 

Mr. Taser. We do not like to provide funds that we are not going 
put to needed use even though we have confidence in the present 
There might be a shift and we might 


I 


ipant of the chair in charge. 

lo so well on the shift, that is why we always try to be pretty 
eful in our approach. This overall operations picture involves 
$2.3 million increase over last year and I am wondering if you 


ly think that is necessary. 

‘Ir. Pererson. These increases are 
thoy 1 eC t which 1 rarl ‘ villi lollar 
ehouse cost which is nearly a million dollars 


principally the increase of 


This attack warning network $723,000 increase. We have already 
ked that up. Then the reseach item in here 


RESEARCH 


Mr. Taper. You have $812,000, a new item, for research. 


Mr. Preston. Yes. 

Taser. You did not have that last vear. 
Mir. Pererson. The principal item is for atomic testing. 
do research work at the Las Vegas proving eround to de 

it the effects of atomic blasts are on civilian-type structures. 
hat is something sadly neglected in America. We want to know 
what will happen to the buildings Mr. and Mrs. America use. The 
money the Atomic Energy Commission has spent and the Depart- 
ment has spent has been to find out about the effects on military 
and increase In com- 


That is 
termine 


Is 


is. There is a slight increase in travel 


nication service. 

Mr. Taner. Well, doesn’t the Atomic Energy Commission have a 
study on this that would be available to you. 

Prrerson. No, sir. They do not. There are only two 

‘arch agencies in America with respect to the effect of atomic 

The Atomic Energy Commission does it pretty largely in 


S 
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the field of pure research and the AFSWP (Armed Forces Special 
Weapons Project) outfit in the Defense Department. 

Mr. Tarer. If you will turn to page 69 you will see the Atomic 
Energy Commission has agreed to pay the administration cost and 
to furnish the site, the security safeguards and the means of measur- 
ing blast pressures and radiation levels and the cost of buildings and 
that sort of thing. 

Mr. Pererson. And instruments, buildings, and travel and that 
sort of thing we must pay. 

Mr. Taser. I would not think they would be very expensive. 

Mr. Prererson. The instrumentation in testing these places runs 
into an immense amount of money. It is an extremely large amount 
of money. 

Mr. Taser. How much has been spent this year on the experi- 
mental activity that has so far taken place? 

Mr. Pererson. We were not auchorized specifically to spend any 
money, but our department did spend $60,000 at Las Vegas for build- 
ing 2 civilian-type structures. The motor industry gave us 70 auto- 
mobiles and other people donated many items, so actually only) 
$60,000 is all that the United States Government has spent to de- 
termine the effect of atomic blast on civilian-type places. 

This is an effort to try to find out what we can do to protect Ameri- 
cans. Here is the breakdown I could give for the record. A 2-story 
wood frame house, a 2-story brick wall house, 3 shelters, and 15 other 
installations and the total cost of the structures was $290,000 and 
instrumentation $187,000 or a total of $477,000. 

There has been no work done in this field in the United States and 


it would seem odd that the country that has been spending at the rate 
of $50 billion a year for every type of defense has been spending nothing 
to learn how to defend Mr. and Mrs. America in their homes and on 
their main streets. 

By the way, may I include this in the record? 


Breakdown of fiscal 1954 budget request for atomic structures test program 


Residences: 
2-storv brick veneer, 2 at $20,000 : fe _. $40, 000 
2-story wood frame, 2 at $16,000___ J. «ee 000 
tow house, 1 at $70,000 70, 000 
2-story brick wall-bearing, 2 at $20,000__- . Jes 40, 000 
Shelters: 
Basement corner, 10 at $200 : ; te : 2, 000 
Basement lean-to, 10 at $100 = , 000 
Pasenent exit, 8 at $600 ; oe 4, 800 
Outdoor, 10 at $600 " 3 ; Sa », 000 
Wracking test units, 4 at $3,000 4 " 2, 000 
Framing test units, 3 at $9,000 ; : cee __. 27,000 
Connection test units, 8 at $7,000__-_-_- ‘ LSE B39 5 56, 000 


Total construction_ j cadre eae s 90, 800 
Instrumentation : J 86, 200 


Total. : Joe aris : , 000 
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SCHEDULE OF EMPLOYMENT 


Mr. Taper. You have at the 


present time just 
vees In your program? 
RSON. Yes, sir 
Do you need as many as that? 
[ am hopeful we do not. I[ will try 


Will you pu 


to ¢ 


5 record. 


> y 7° 
ETERSON. Yes, sil 


I 
schedule referred 


t Adn 
echnical Operations 


S ) 


Subtotal... 


Total 
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OBLIGATIONS 


Mr. Taper t would seem as though you ought to be able to do 
something cut the personnel figures down. Your obligations 
to date or down to the end of May are about $7,621,872? 

Mr. Rooney. As of what date? 

Mr. Taper. As of May 31 and the May figures are what? 

Roughly $600,000. I can give that to you but not 
not have that with me. It is roughly $600,000. 

r. Tap And vour total availability? 

; $8,012,110 


1 
y 


i 
Nir 
Mr. ‘T 

Mr. Fourss. The $600,000 is a comparative transfer. That is tl 


ry ne 
ae BER. SS8.0050 000 


used to pay for the attack warning system this vear. [t was 
in the Air Force budget. By appropriation we received $8 millior 
We picked up $5,100 on reimbursables iil have since picked 
another $7,010, so 1t became $8,012,110. he $600,000 is a compara- 
tive transfer from the Air Force but is actually not available for 


anything bu paving for these leased lines on the attack-warning 


mone 


' 
ai 
T 


Svstem 
Mr. Taner “hat balance do vou anticipate at the end of the year 
Mr. Fouuts. We anticipate having roughly $200,000 available at 
the end of the year. 
Mr. Taper. Carryover? 
Mr. Four We are not asking for that to be reappropriated 


) 


AGE OF JUSTIFICATION 

® Mr. Rooney. Mr. Chairman, I am wondering if the Governor is 
acquainted with the scenario writer he has in his outfit. On page 58 
of the justifications this gentleman spends some time on something 
very interesting. His statement in connection with the request fo 
public information of $994,000 does not give us very many figures. 
He says: 

TI j ar ner I an impertect 1 | é 1 public acceptance of an ides 

basic facts of civil def 
ven though in fr 


tack must bec on 


mass comn 


e 
f 
volves many 
; 


ducation that 


While all this is very interesting, I don’t think it helps this Ap- 
propriations Committee in its efforts to arrive at the proper figures 
on an appropriation request of almost $1 million for public informa- 
tion 

Mr. Taner. It would almost make anyone think that if their 
public information was put out as crudely as these two paragraphs 
it would not qualify very well 

Mr. Rooney. We might consider another sentence on page 64: 

nse Administration cannot coerce or compel intellig« 
h in conscience and by law to make the facts available 
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Mr. Taser. Did the publicity artist get that up? 
Mr. Prererson. | believe that would be a safe conclusion. 
Mr. Rooney. That gentleman ought to be on his way to Hollywood. 
Mr. Peterson. I believe I will stand mute for reasons that are 
obvious. 
GENERAL ADMINISTRATION 


Mr. DAVIs. \\ hat do vou have in the Way of an automobile { 
he organization at the present time? 
Mr. Pererson. Twelve 


INCREASE IN AVERAGE GRADI 


Mr. Davis. Am I correct in understanding what vou said this 
m ming, Governor, that this increase in average grade which you 

ind in the organization has occurred in the last 2 years and which is 
pre dict din the next year to come under careful review and that it is 
our expectation that this average grade increase shown In the justi- 
cations will not be in effect? 

Mr. Pererson. I would hope so. Yes 

Mr. Davis. What further assurance than the hope can we get? 

Mr. Pererson. | am going to analyze every one of these positions. 
In some cases as a result of this reorganization—we need time to go 
ver it—-we will cut some grades. I think that is the only way it can 

‘done. That is a difficult proposition as you well know, partic ala rly 

at have been doing a good job. [t is difficult to cut their gr ade 
nd salary while thev are continuing to do that same job Sut it is 
1vy hope in this reorganization plan to stop the trend which I think 
; bad and to reverse it and to cut down. 

Mr. Day Is. \\ e seem to be vetting about the same reneral problem 
here as in the Defense Establishment, where we not only have the 
problem of increase of pay in various grades but an overall increase 
ades within the organization. 

r. Perrerson. There will have to be changes in the direction you 
are suggesting and there is no question about that. But we have not 

ually made the changes since | have been there. One thing I have 
lone since | took over; the day I took over | announced there would 

e no changes in personnel of any kind without my consent and there 

been no upgrading since that date. The changes contemplated 
this budget are not my proposals and will not be carried into effect 
mply because they are in that budget. You understand much better 
than I do the difficulty of my rewriting all these items in the period 
of time I have been in the office. 

I had a week or 10 days after taking office to submit it to the 

udget. Thisisnoalibi. Iam just trying to state the facts. 


rT’? 
\1 
i 


\ 


INCREASE IN TRAVEL 


Mr. Davis. What, basically, is the need for about 50 perce nt 
more travel than took place at the administrative level last year? 

Mr. Pererson. Is that referring to my office alone or to the whole 
administrative organization? 

Mr. Davis. The whole administrative organization. As it ap- 
pears on page 7 of the green sheets it shows, travel for 1953 about 
$315,000 and travel for 1954 estimated at about $486,000. 





Mr. Prererson. Well, I have found on the basis of conversations 
with the State directors and city directors of civil defense that 
they want these people to get out of the ivory tower and into th 
field where the work is done and be more practical. I think that 
is a sound con ept 

! will have several people in Buffalo tomorrow or the next day t 
attend a joint exercise between C anada and New York Sts ate. | 
believe my people will be more practical for seeing how the job is don 
in - field I have issued suka cated to the Budget Director to seru 
tir all travel and we have cut travel since I have been in the offic 
I want to cut where it is not essential but get travel which will produ 
results. 

Mr. Davis. When you bring these people in, which is a separat 
travel item for work done here, do you put them on a travel status 
so that they, in fact, get a per diem when they are here? 

Mr. Pererson. The people who come to Olney for the school who 
are not in our employ come at their own expense. 

Mr Davis. So it is only your men in your offices that actually 
get paid for coming down here? 

Mr. Pererson. That is right. 

Mr. Roonry. When you say you have cut travel, Governor, can 
you tell us how much in dollars in the present fiscal year? 

Mr. Pererson. I have only come i the last 90 davs. Do you 
have any estimate of what we have saved, Mr. Foulis? 

Mr. Fouuts. I have stopped roughly 100 trips. 

Mr. Pererson. That would be one a day for the days I have been 
in office. 

PERSONNEL INCREASES 


Mr. Rooney. One thing I cannot reconcile in my mind is the state 
ment of your plans to cut down expenditures and at the same time a 
budget request presented to us for $34,000 additional for 2 new people 
and travel at page 77 of the justifications? 

Mr. Perprson. That is my own office. Is it? 

Mr. Foutts. Yes, sir. 

Mr. Prerrerson. ae me explain that partially, sir. 

This agency has operated without a full top-level staff. The forme: 
Administrator was not relieved at the end of the time he had agreed 
to serve and found it necessary to be in and out of the office. 

Mr. Roonry. What about Jerry Wadsworth? 

Mr. Pererson. He was there full time but we did not have two 
people, the Administrator and Deputy Administrator. 

It is my intention to visit every Governor and every State director 
and to visit our Territorial offices. That is my duty. That will in- 
crease the travel item some $6,500 in my own Office. 

I expect to have a Deputy Administrator in a few days. Which 
just means we will have a more active administrative office at the top 
than we had last year. 

CONSULTANTS 


Mr. Rooney. With regard to page 77, you use the terms ‘“nvita- 
tional travel” and “regular travel.” What is the difference? 

Mr. Prererson. I invite certain people to come into the office to 
consult with respect to problems we are facing. 
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Mr. Rooney. Are they paid for those consultations? 

Mr. Pererson. They are only paid their expenses. Under the law 
there is an advisory committee of many governors and mayors ap- 
pointed by the President. These people are expected in and their ex- 

nses are paid. 

Mr. Roonry. At what rate? 

Mr. Prrerson. Actually, we pay their expenses and per diem if 
hey request it. A great many do not request it. 

Governors are not paid per diem. None of them connected with 
the Federal Government are paid per diem. 


ADDITIONAL TOP I VEI PERSONNE! 


Mr. Roonry. At page 77 you ask for $34,745 for personal services 
That money is for 2 additional positions? 

Mr. Fovuuis. That is an increase overall. 

Mr. Rooney. It is a requested increase. 

Mr. Fouuts. Yes, sir. 

Mr. Rooney. Is that money entirely for personal services? 

Mr. Fourts. That is correct. Services, but you cannot say it is 
for two people in terms of money. 

Mr. Rooney. What is the breakdown of the figure $27,745? 

Mr. Founis. I will have to go back to the time when the 18 people 
vere employed and the number of months they worked. That was 
tually paid. They were not on full time. There were some 
variations. 

Mr. Roonry. Am I to understand from page 77 that you expect to 
idd two additional employees? 

Mr. Fouuts. Yes, sir. 

Mr. Roonry. What are the grades and salaries? 

Mr. Fouuts. Deputy Administrator and secretary. 

Mr. Roonny. What grades? 

Mr. Fouts. The Deputy Administrator will be a Presidential 
appointment. 

Mr. Rooney. And the secretary? Grade 9 or 10? 

Mr. Pererson. It may be, Mr. Rooney, that we can actually cut 
that figure. As a matter of fact I think we are going to cut it 

Mr. Taner. You had this Administrator and Deputy in the fiscal 
vear 1953 down to the time you took over. Isn’t that right? 

Mr. Prererson. Governor Caldwell resigned last November and 
the Administrator’s position was not filled at all. The Deputy 
\dministrator was Acting Administrator from November right 
through until I was appointed by the President and I have not had 
a deputy up to this time. The positions are shown but we have not 
had anyone in them. I hope to fill the position soon. 

Mr. Rooney. I think it might be well if we had a statement in the 
record of all these positions, grades, and salaries. 

Mr. Taser. I think probably that would be a good idea. On the 
green sheets at page 8 there seems to be a departmental breakdown 
of the whole thing and it runs over several pages. That shows all 
the grades, salaries. How would you like to have the whole of that 
put in? 

Mr. Rooney. That all refers, as I understand it, to general admin- 
istration. 1 am interested in the items on page 77. 
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Mr. Foutts. In the Administrator’s office only? 
Mr. Rooney. Executive direction. 
Mr. Taser. Supposing you put in at that point the breakdown of 
the 20 people who would draw the $153,000 and put in green sheets 


to cover that numobde! 
Mr. Fouuis. A set of green sheets? Yes, sir. 
Mr. Taser. To cover that picture. 
(The information referred to is shown below:) 


FEDERAL CONTRIBUTIONS 


Amounts available for obligation 


1952 actual 


$7. 750, 000 $15, 000, 000 
25, 000, 000 
10, 400, 000 


Total available for ob] tic , 350, 000 15, 000, 000 30, OO 
Unobligated balance, estimated s 48, OS3 


Obligations incurred 22, 301. 917 15, 000, 000 30, 000, 00) 
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Obligations by activities 


Obligations by objects 
Grants, subsidies, and contributions: 
1952 7 $22, 301, 917 
1953 15, 000, 000 
1954 bs n 30, OOO, OOO 


Analysis of expenditures 


juidated obligations, 
ations incurred during the 


Deduct unliquidated obligations, end of year 
3 Total expenditures 
Expenditures are distributed as follows: 


Out of current lorizations 


Out of prior authorizations 


Mr. Taper. We will jump over to “Contributions to States.” 
Here you have an item of $14.3 million for “Contributions to States.” 
[ noticed this and it rather intrigues me, in a statement here of 
ybligations and expenditures that down to the 3lst of May you ex- 
pended only $299,655 in the fiscal year 1953 and you show obligations, 
on the other hand, of $13,875,114, and that includes project obligations 
pending in regional offices. That indicates that the contributions 
have not been made and probably largely because of lack of matching 
on the part of the local authorities. 

Mr. Fouts. No, sir. 

Mr. Taser. That would be the natural assumption? 

Mr. Fovuuts. That might be. The answer to that, Mr. Chairman, 
is we had obligations of approximately $13 million. There are a few 
project applications pending in the regional offices. 

The reason the expenditure figure is so low, we took a new approach 
this year on our matching funds. We made State programs. These 
programs were made up in conjunction with State officials. They 
came in and we measured them against our overall programs to be 
sure the people were buying right things. These we finally approved 
and sent back to the regional offices and then back to the States, and 
then thev have to make actual project applications. The result is 
we have all the money obligated in this $13 million but will not know 
until some time in the future what our expenditures will be. 

Mr. Prtrrerson. It is a rather tortuous process because of the dif- 
ferent government units involved—city, State, and Federal Govern- 
ment. I think, too, there probably was not enough dispatch in the 
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opening months of the fiscal vear in opening up the program. I think 
investigation would show they did not move as rapidly as they could 
I mean right in my own office. I do not think they moved as fast as 
they could have moved. 

Mr. Taser. What were the obligations for the month of May? 

Mr. Fouts. On that program, sir? 

Mr. Taper. Yes. 

Mr. Fouts. I cannot give you that right now. I can supply i 
if you want it. 

ATTACK WARNING 


Mr. Taner. I notice that vou have a breakdown on page 92 of 
the $14 millior For attack warning there seems to be nearly a 
$1,500,000 increase. ' 

Mr. Prrmrson. That is at the instance of the Bureau of the 
Budget. I think it is based on an appraisal of the situation facing 
America. It is at their instance that we get an attack warning 
system completed as fast as possible. We think that it would be 64 
percent complete by the end of the year. They insist on 100 percent 
If you cannot warn the people then all the money spent by the Air 
Force on getting the warning to us is of no avail because we are not 
giving notice to the ultimate consumer. We will try to get that 
warning finished in 1954. 

We started out on this with a 50-50 matching basis in the States 
and word got out that maybe the Federal Government would handle 
it on a 100 percent Federal basis and some places thought they could 
come in and make a claim for funds they had already spent. I have 


insisted we maintain this on the basis we started. If you change the 
rules after you start it leads to confusion. 

The danger is we might not have a 100 percent warning system 
in when the attack comes which would be bad. I just felt there were 
other obligations. If you switch to another feature you won’t. 


COMMUNICATIONS 


Mr. Taner. In communications you have an increase of $163,000. 
What doés that cover? Is it the same sort of thing we were talking 
about a while back? 

Mr. Fouuts. No. It is communication equipment that we will 
match with the State to buy. Walkie-talkie radios for their purposes 
and various communication systems other than the secure network 
within the national communication system. 


MEDICAL SUPPLIES 


Mr. Taner. You have another item that shows an increase of 
$2,830,000 for medical supplies. What is that? 

Mr. Foutts. That is medical supplies that we match with the 
States and is primarilv some of the same items that we are stockpiling 
This is a 4-hour supply and we feel the States should have that for an 
immediate attack in their own warehouses. 

Mr. Taner. This is to equip the State? 

Mr. Foutts. It is primarily first aid equipment, sir. 

Mr. Taner. Have you any obligation figures on that? 

Mr. Fovris. Not in detail for the last year. No, sir. I do not. 
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Mr. Taner. How was that broken down? 

Mr. Fouts. No, sir. 

Mr. Taser. Do you have the expenditures? 

Mr. Fouuts. No, sir. I do not. The expenditures, as you know, 
this year are very slight. 

Mr. Taper. Almost none? 

Mr. Fouuis. Perhaps what you are looking for, Mr. Chairman, if I 
understand. If you will look at the 1953 column on page 92, that is 
the result of these State programs I mentioned before. These are the 
programs in which the States have undertaken to spend $15 million 
that you gave us and that they are going to match. This is the way 
it t will be obligated in total. 

Mr. Taser. That applies to the 1953 column? 

Mr. Fouuis. That is right. 

Mr. Taser. 1954 is nothing but an estimate. 

Mr. Perrerson. Based on past experience and we are shifting the 
emphasis from public service to other items. That covers fire equip- 
ment, and we are getting away from that program. 


INVENTORY OF AVAILABLE SUPPLIES 


Mr. Taser. You have talked a lot about getting a stock of pipe 
and plumbing equipment and that sort of thing, as well as medical 
supplies. I do not know how we should aq pproac h it, but have you 
available an inventory of what there is in these key places where such 
things might be set up? That is, what wholesalers and retailers have 
and what manufacturers have and what the local community has? 

For instance, | am somewhat familiar with the operations of the 
municipalities. I know that a great many of them have a very con- 
siderable supply of pipe, especie ally centrifugal pipe that you can bolt 
together quickly on top of the ground, to carry water and gas. A lot 
rf municipalities have that available where they can take care of 
emergencies in very considerable quantities. Have you taken an in- 
ventory of what the ordinary channels of trade and the municipalities 
and the corporations that handle those things have on hand so you 
would know what you might want to build to? It would seem to me 
that would be the intelligent way to approach it. 

Mr. Pererson. | am sure we have done that. 

Mr. Taner. Does anybody know? 

Mr. Founts. Yes, sir. 

Mr. Prererson. | have the man right downstairs who can tell you 
how it was done if you care to hear him. 

Mr. Taner. All | want to know is if you have that inventory. If 
not, there is no sense in giving you the money. 

Mr. Fouuts. They have made such studies, sir. 

Mr. Taser. I doubt that they were very complete because the 
approach looks as if they had not done it properly. 

Mr. Prererson. Mr. Chairman, if it pleases you and the committee 
may I ask the man up and you may ask him the questions directly? 


WELFARE SERVICES 
Mr. Taner. All right. We will not waste any time on that now 


You have welfare services, a jump from $176,000 to $500,000. 
What have you done with the $176,000? 





268 


Mr. Fou.is. I cannot answer specifically what has been done 

vo with the $176,000. 
Taper. I think you had better supply that for the record. 

Mr Fouutis. Yes, sir. 

Mr. Taper. Include what has been expended and what has been 
actus po planned and why do you need the $324,000 increase. 

Mr. Fouts. Yes, sir. 

The information referred to follows:) 


W ELFARE—F EDERAL CONTRIBUTIONS 
During fiscal year 1953 the States matched funds for $176,000, for welfare type 
ms, such as wool blankets, mattress pads, and various other types of equip- 
Due to the interest displayed in this program during 1953 it is believed at this 
time that the States will match approximately $500,000 during fiscal year 1954. 
Broken down by items this amount is as follows: 


Number |} Cost Total | Federal 


2,000 | $25. 00 $50, 000 $25, 000 
4, 000 25. 00 100, 000 50, 000 


40. 000 5. 60 224, 000 | 112, 000 
60, 000 4. 50 270, 000 135, 000 
71, 200 5. 00 356, 000 | 178, 000 


1, 000, 000 500, 000 


Mr. Taner. What do you do in your welfare program? 

Mr. Fouuts. Mass shelter; mass evacuation; mass feeding and 
mass care program in its entirety. 

Mr. Tarer. Who handles that locally? 

Mr. Fou.is. It is usually in the hands of the local welfare groups. 
We give them guidance and work with them and so on. 

Mr. Tarer. It seems it would be better if handled by someone else. 
It seems the welfare group would not be the most qualified by ex- 
perience. 

Mr. Fou.is. You do have this. Public works is in there. You are 
feeding people. The restaurant people are in there. Your food 
distributors are in there. It is a blanket program. Food, shelter and 
care for these people in case of attack must be provided. 

They have made plans for building kitchens. It is a matter of 
training these people to do that. To set up shelters; maybe to use an 
empty building for a temporary shelter. 


ATTACK WARNING 


Mr. Taser. Why do you need all the increase in attack warning? 

Mr. Pererson. That is to complete the programs so we can give 
100 percent warning to the people involved in the event of an enemy 
attack and that is the first thing we must have—the warning. 

Mr. Taser. How much did you spend on that this year? 

Mr. Fou.is. $1,876,000 is provided. I cannot answer the question 
as to how much has been spent so far. 

Mr. Taser. Can you supply it? 
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OBLIGATIONS AND EXPENDITURES BY PROGRAMS 


Mr. Fouts. I will supply a complete table on that. 
(The information requested is shown below:) 


Federal contributions Obligations and ex pe nditures by program 


)tal appropriation 64a ..----- $15,000,000.00 


Expenditures Obligations 


Program 

Attack warning $33, 170. § $934, 513. 53 $967, 684. 3: 

Communications 52, 371. 1 »2 5 7 4, 338, 879. ¢ 

Public safety services 204, 059. 5, 590, 529. 71 5, 794, 589 

att vl SUPT lies and equipment 2 315 1, 952, 315. 2 
inl 1, 870. 95 795. 4! 442, 666 

Welfs re services 5 74, 297. 68 

Public information 8, 127 303, 952 312, 079 


Total 299, 600. 03 3, 5 912. 38 3, 882, 512. 4 


lotal obligations and expenditures 13, 882, 512 ai 


vailable for obligation ia 1, 117, 487. 50 
MEDICAL SUPPLIES 


Mr. Taner. You have $100 million, which includes purchase of 
blood plasma. You had $20 million this vear. Now, what is the 
status of that $20 million at the present time? 

Mr. Fours. Yes, sir. The $20 million is roughly all obligated. 

Mr. Taner. How much spent? 

Mr. Fouris. Of the $20 ee there has been $19,927,838.38. 
Obligated and expended $14,855,519.06. 

Mr. Taper. And about $14% spent. 

You have $100 million in there. Where did you spend this money? 

a Fouuis. The bulk of it went for plasma, sir. $19 million for 

ical supplies and equipment of which $15 million is plasma. 

‘he other is miscellaneous medical sup plies: and equipment, some 
antibiotics, intravenous solutions, and some dextran. 

Mr. Taner. Where would you get the plasma if you were to get 
this requested increase? 

Mr. Fouuis. We get it through the Armed Services Medical Pro- 

irement Agency. The same place as the armed services draw it. 

Mr. Taser. And that would be through the Red Cross? 

Mr. Fouxts. They use the Red Cross as a collecting agency. Yes, 


Mr. Taper. What about the private sources? 

Mr. Pererson. Well, I understand you can get it through private 
sources. I understand further that we are paying $27 per unit. I be- 
lieve you can buy it from one private supplier for $26. The only 
thing is there is not the constancy of supply or any guaranty that he 
can deliver it in any quantity and that is the reason we have stayed 

vith the Armed Services Procurement Agency and work with the Red 
C ross. 

Mr. Taper. Are not these people who are supposed to be prepared 
to supply it—Sharpe & Dohme, aren’t they a reliable house? 

Mr. Pererson. Of the highest reliability, I think. 
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Mr. Taner. How much of this $100 million would go for plasma’ 

Mr. Fourts. $16,200,000. 

Mr. Taser. So you are simply asking for an increase of $1 million 
on that? 

Mr. Fouuts. That is correct; sir. 

Mr. Taper. What would the rest of the program be? 

Mr. Prrerson. Supplies for equipment for improvised hospitals 
This will be hospitals we will establish in schools, churehes, and larg: 
halls in event of an attack. They throw them up in a hurry and 
that will be the equipment to take care of these hospitals. 

They are emergency field-type hospitals patterned after the military 
It is not the kind of equipment you would find in a fixed hospital but 
it is adequate for aid in an emergency. We will need a tremendous 
number of these hospitals—5,000 of them—but we do not propose 
to buy all of them at one time and we are asking for 500 in this fiscal 
year, Mr. Chairman. 

Mr. Fouts. Plasma expander $3.8 million. We will probably 
buy all dextran on that, sir. We only buy the other when we cannot 
get dextran. 

Mr. Taner. Why would you need the stock on intravenous and 
oral solutions $10.7 million? 

Mr. Fouuts. Sir, | cannot answer that question. 

Mr. Pererson. I have my medical officer downstairs. The doctor 
would be able to answer that. 

Maybe Dr. Fenton would care to explain that. 

Dr. Fenron. In emergency you give intravenous pretty quick. 

Mr. Taser. Is that something not readily available or would you 
think it would be readily available? 

Mr. Fouuts. Our doctors do not think it would be readily available 
in quantities. 

Mr. Taser. What do you know about it, Doctor? 

Dr. Fenton. There are all kinds of intravenous medications fo: 
different forms of conditions and if a certain condition comes up and 
needs a certain medication it would not be available in great quantity) 
at the time so they probably have to stockpile for that condition. 

Mr. Pererson. Mr. Chairman, we had bought 3,180,000 units this 
vear. We would like to get 10,315,000 units. Se we are dealing in 
tremendous amounts and that involves millions of casualties that w: 
may have to deal with 

Discussion off the record. 

Mr. Rooney. What is the potent life of the solution? 

Dr. Fenron. There are different types and groups. 

Mr. Taser. Some would keep and some would not. 

Dr. Fenron. That is right, sir, 

Mr. Pererson. We would hope to rotate as far as possible with 
the Veterans’ Administration, the Army and the Defense Department 
and other | eople. 

Mr. Fouuis. Some of those solutions are dextrose and saline. 

Mr. Taser. That is a salt solution that is readily available. You 
would not need to stock that, would you? 

Mr. Fovuuis. I cannot answer that. Dr. Fenton might speak for 
that. 





Dr. Fenron. If you get into an emergency—if vou have the time 
to make the saline solution, all right. But if you get an emergency 
case and you need it right there 

Mr. Fouts. You have to have it. 

Mr. Taser. What would you do, sir? A lot of this is in the 
warehouses. 

Mr. Fouts. Yes. 

Mr. Taser. How long would it take to get it there? 

Mr. Fouts. A maximum of 4 hours. 

Mr. Taper. And you mix it in 1 hour if you had the dry powder 
and the water base 

Dr. Fenron. It is a question of sterilizing, too 


EMERGENCY SUPPLIES AND EQUIPMENT 


imounts available for obligation 


Appropriation or estimate $56, 000, OOO 
ince transferred from ‘‘Federal contributions, Federa 


Ba 
Civil Defense Administration,”’ pursuant to Public Law 2538 10, 400, 000 


Total available for obligation 66, 400, 000 20, 000. O00 
nobligated balance, estimated savings 197, 53 


Obligations incurred 66, 202, 46 20, 000, 000 


Obligations by activities 


Medical supplies and equipmer t $19. 000, 000 
ngineering service », 875, 617 1, 000, 00 


20, OOO, OOO 


inalysis of erpenditures 


Deduct unliquidated 
lotal expenditures 
Expenditures are distributed as foll 


Out of current authorizatior 


Out of prior authorizatior 
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Mr. Taner. The estimates show $100 million for emergency 
supplies and equipment, of which your medical supplies and_equip- 
ment are $82 million, and engineering supplies $18 million. What is 
that and how badly do you need it? 


ENGINEERING SUPPLIES 


Mr. Prrerson. Engineering supplies cover pipe, generators, 
because the power will be gone completely and we will have to have 
power for hospitals. It covers one other item, pipe, water chlorin- 
ators because the water will be out. 

Mr. Taser. Sixteen-inch pipe. I wonder what you can tell us 
about that. We are interested to learn whether in connection with 
making up these items you have taken an inventory of what might 
be readily available in the hands of the municipality or utility cor- 
poration that was operating in or the regional wholesale and retailers. 

Mr. Founts. May I refer to the person in charge of that. 

Mr. Taper. Yes. 

Mr. GatuaGcuer. There have been, as I think you know, numerous 
local inventories taken in addition to which we have the Society of 
Professional Engineers contacted. Total inventories on a county 
basis in 22 counties in the country and these surveys led us to the 
general conclusion that most engineering supplies and equipment are 
available in sufficient quantity if they are properly mobilized. There 
are, however, this limited list of items in which we do not find 
sufficient quantity. 

Mr. Taser. You mean the pipe. 

Mr. GaLtLaGcHer. That is right. We do not find pipe in sufficient 
quantity for the purpose of the general stockpiles. All the water 
utilities are usually quite limited. In addition, that is the heavy- 
weight, cast-iron pipe not suitable for quick laying which we need to 
do in emergency. 

One of the primary purposes is to back up the fire fighters and the 
pumpers so the new pipe can be laid quickly. 

Mr. x ABER. Would you get anything that would hold the pressure? 

Mr. Gatuacuer. This lightweight iron pipe is a quick coupling 
sort of thing. It stands 200 pounds pressure without any trouble, 

Mr. Taser. How heavy would that pipe be? 

Mr. GauiaGcuer. It is about a 12-gage pipe which amounts to a 
little less than one-eighth inch thick. 

Mr. Founis. These are pictures of actual demonstration and use of 
the pipe in the New York City area. 

Mr. Gatiacuer. These will deliver the water to the pumpers and 
the pumpers will build up the pressure. 

Mr. Taser. I can see where you can lay out the pipe but what 
type of pipe is it, wrought iron? 

Mr. GaLtuaGcuer. Welded steel. 

Mr. Founts. The next page shows a picture of the water coming 
through and coming out of the hose. That is West Street, New York. 

Mr. Taser. Well, you will have to go to the river and hook that up 
if the mains were broken. You could do that. But the thing I would 
wonder about is how you would spend this $6 million. 

Mr. Gauuaauer. It is being distributed, Mr. Chairman, to 41 
locations and there are going to be about 55 in relatively close prox- 
imity to our critical areas, 
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Mr. Taser. How much is involved here? How many miles? 

Mr. GatuiacHer. The total program is 3,000 miles. We bave 
already purchased 450 miles which is now being delivered and | 
think this year’s request is $6 million. It runs about $8,000 a mile. 
That is approximately 750 miles. 

Mr. Taser. Sixteen-inch pipe runs about what? 

Mr. GALLAGHER. $25,000 a mile. The whole program is 300 miles. 

Mr. Taser. You have nothing on this? 

Mr. GaLiaGHer. That is right. 

Mr. Taser. You have a block of engine generators and cables 
and so on? Has any of this material been used in actual operation? 

Mr. GavuiaGHER. The other night down at Waco, Tex., when the 
tornado hit, the town would have been in bad shape had it not been 
for the fact that the Air Force provided this equipment. They 
were searching for bodies and doing rescue work there. 

Mr. Taper. How about this type of pipe you are requesting. 
Has anv of that been used in actual service? 

Mr. GALLaGuHer. It is being used by the oil companies in consider- 

ble amounts abroad. 

Mr. Taser. But not such pressures as this? 

Mr. GALLAGHER. In comparable pressures. The Department of 
Defense has a relatively small amount on order. This is invasion 
pipe, laying water and oil lines for invasion purposes. 

Mr. Taper. Is there any of it in war surplus? 

Mr. GauLacuer. Before procurement is started, Mr. Chairman, on 
any of these items a check is made on all surplus stocks. 

Mr. Taser. Don’t you think you ought to do that before you ask 
us for money? 

Mr. GatLtacHer. That has been done. 

Mr. Taper. And you mean it is not available. 

Mr. Gautuacuer. Not in war surplus. 

Mr. Taser. Neither the pipe nor generators? 

Mr. Gauuacuer. Nor the chlorinators. 

Mr. Taner. Nor the purifiers nor anything of that character? 

They have a lot of things in the Military Establishment. 

Mr. Fouuis. They still do and are still buying them. 


MEDICAL STOCKPILES 


Mr. Davis. One question that has to do with this problem of per- 
ishable medical stockpiles and 1 am wondering to what extent you 
have utilized the availabilities with the ordinary channels of trade. 
Have you given some thought to working out some arrangement 
with them whe reby with some premium to them for kee ping a larger 
than normal stock on hand they would be available to you in 
emergency? 

Mr. Pererson. I think the answer is, ‘‘Yes.’’ I could call the med- 
ical officer to talk to that but 1 will look into it and be certain the 
answer is, ‘‘Yes.”’ 

Mr. Davis. Did you have an opportunity to read the testimony 
which was given last year by the people from New York State on 
this program? There was considerable impression created there that 
these warehouses frequently would not be available at the scene of 
the emergency even though we had this stockpile on hand in them. 
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Mr. Perrrson. That is, we could not get them. It is our hop: 
that we can get our stockpiles and materials transferred from the 
site of our warehouse to the emergency area in a period of 4 hours 
That is our objective. It is our hope that the cities and States will 
have available the materials necessary to take care of the people in 
the first 4 hours. We have that programed out on those terms. 

Mr. Davis. It would seem to me that this medical stockpiling 
would have to be a fluid stockpile and you could work that out very 
effectively with the trade itself. 

Mr. Perrerson. Except that the warehouses of the medical people 
are in downtown areas. Those places will be gone. 

That is the necessity for having the warehouses out at safe dis 
tances from a metropolitan or industrial area. 

Mr. Davis. The thing that bothers me is if we are to have a stock 
piling program of that kind it has to be handled on a first-in first-out 
basis to prevent waste and deterioration and I do not know how you 
will do it with Government stockpiling. 

Mr. Pererson. | think your position is absolutely correct and we 
are striving for that but I could not give you the detailed answer 
unless we called the medical man up here. 

(Discussion off the record.) 

Mr. Davis. The question we were discussing was this—how to 
maintain a fluid stoekpile of medica] equipment and supplies some of 
which might be perishable under what may be termed a Government 
ie or stockpiling program. The corollary to that was it 
might be possible to work it out with normal sources of trade whereby 
they aul provide warehouse space and provide the first in first out 
system of aaitick. Perhaps it would required a money premium. 

Dr. Kinrer. We have explored both possibilities. I assume you 
are speaking chiefly of those items which have a relatively short 
dating period. Some of these items are good for 15 or 20 years or 
more. The antibiotics are the difficult problem. With them first of 
all we have explored the matter with the antibiotic manufacturers 
and they ‘are extremely reluctant to have any part of maintaining a 
rotation program of their own. 

With the armed service and other Government agencies we are 
working on a plan whereby we would be able to rotate our antibiotics 
with theirs 

Mr. Taner. It seems to me you ought to have the plan worked out 
before you come up for money on it. 

Dr. Krerer. We are working on it with them. We have to have 
their consent before they will do it. 

Mr. Taner. We ought not to be asked to provide the money until 
we know it can be kept so it will be some good. 

Dr. Krerer. On the antibiotics, 1 should add, we are not told as 
of this time that there is any urgent rotation problem. The history 
has been that constantly the expiration period has been extended. 
So far as we know definitely at this time, there is no period at which 
they expire. There is an expiration dating period at which antibiotics 
are dated but the reason is that nobody knows whether they have an 
eventual time at which they become dead. Penicillin started off with 
12 or 18 months. It is now up to 48 months and there is no reason to 
suspect it won’t be indefinitely. 
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Mr. Davis. I think the problem there is in part a Government 
stockpile with a larger than normal supply and putting it away. It 
seems to me there ought to be some way of working it out with the 
normal sources of trade so that would not occur. 

Mr. Pererson. Mr. Davis, we obviously have to have the stockpile 
in one form or another. It would be my understanding that we had 
e xplored the move you outlined here. May I suggest we will reexplore 
it. Thisis the second time it hascome up. This morning I mentioned 
that Secretary Wilson brought it up in a dicussion. We will have to 
have the stockpiles because if the atomic attack comes, all of us, 
executive and legislative, are going to be held accountable if we have 
not done the best we can to save as many million lives as we can. 

Dr. Fenron. | believe the AMA is fully in favor of the program. 

Mr. Pererson. And they know what we are doing. They have 
been advising us. 


EXTENT OF MEDICAL STOCKPILE 


Mr. Anprersen. What proportion of the annual manufacturing 
production of these supplies is represented by what you intend to put 
into a stock pile? What percentage of our total production over a 
year is represented by this? 

Dr. Kerrer. For this year? The $82 million we are requesting is a 
relatively small part of the whole industry. 

Mr. ANpeRSEN. Would it be 10 or 15 percent. 

Dr. Kerrer. Our items sometimes represent a higher percentage 
because we are concentrating on certain items. 

Mr. ANDERSEN. Why could not some rotation system based upon 
the percentage system by the suppliers or manufacturers where they 
would of their own accord stockpile it and at your discretion a certain 
amount of their particular product could be rotated in the line of 
normal consumption? 

Mr. Perrrson. You mean we would take title to it or they would 
get title? 

Mr. ANDERSEN. For example, say, Parke and Davis normally manu- 
facture a hundred gallons of a certain article. Perhaps you would 
only ship 10,000 gallons of that article. Why could not Parke and 
Davis have a warehouse or extend their line of operations to that extent 
so that would be a bank upon which you could draw at any time you 
might see fit? 

Mr. Pererson. | think it is all right if they could be willing to put 
their warehouse outside the target areas. 

Mr. ANDERSEN. They would have to do so. It would necessitate 
an incentive along the line of the Government taking care of the 
expense. They would have the advantage of production. 

Mr. Pererson. | would seine be in favor of that system of 
having private industry making the arrangement. 

Mr. ANprERSEN. | know you have always been in favor of private 
industry. Whatever we can do in the way of utilizing private industry 
would have to mill into our field of operation. 

Mr. Pererson. We will explore it. But the need of stockpiling 
is well established. We might be able to go forward more efficiently 
this way but we still have the need and we should get on with the 
program. 
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Mr. ANDERSEN. I can see the need for the program. It is the 
operations under it that bothers me. 

Mr. Taner. [ think you might get some information on that subject 
as to what vou might be able to do and supply it to the committee. 

Mr. Frenron. You will have an arrangement with all these drug 
concerns—an interchange so as not to let these things deteriorate. 

Mr. Taner. You have not any such thing now. 

Thev are reluctant to make anv such agreement? 

Mr. Pererson. Once we put this in our warehouse it is no longer 
new material and their loss is more than they are willing to estimate. 

Mr. AnpgersEN. That is why I was wondering personally whether 
you could not make : their property and run it through the normal 
channels and still get consts antly new material coming through ther: 

Dr. Fenron. It seems to me they have that in mind. 

Mr. Taser. You better find out, that is the thing to do. 

Mr. Pererson. We will find out right away. It may be it is the 
sort of thing we can come to no final arrangement with them in time 
to incorporate into this particular bill. 

Mr. Taser. You can let us know. 

Mr. Rooney. This colloquy brings to my mind the testimony of 
Governor Peterson this morning concerning his talk with Secretary 
of Defense Wilson wherein Secretary Wilson said Governor Peterson 
should have private industry, the medical supply houses, stockpile 
these items. I wonder if you asked Secretary Wilson if the automobile 
industry would stockpile cars and trucks for the Government. | 
wonder what his answer might be. 

Seriously, I find myself confronted with a dilemma. On the one 
horn we have a request for funds for the civil-defense program which 
is three times what we have spent in the current fiscal year. As one 
who has been a supporter of a civil-defense program I cannot reconcile 
that substantial increase with the administration’s pending proposal 
to cut the Air Force from 143 wings to 120 wings. I just do not 
understand it. 

Mr. Taser. They did not make any such proposal; that is what 
some of the fellows who are trying to cover things up have said. 
Instead of 143 wings at once they are going to have 120. Governor, 
we thank vou for your testimony. 

Mr. Pererson. Mr. Chairman, may I thank you and the members 
of the committee. 


Civit DEFENSE 
WITNESS 


NORMAN COTA, EXECUTIVE DIRECTOR, PHILADELPHIA CIVIL 
DEFENSE COUNCIL 


Mr. Tarer. Mr. Cota, we understand that you have a statement to 
make to us. 

Mr. Cora. Yes,sir. Mr. ae ~s members of the committee, 
his honor, Mayor Joseph S. Clark, Jr., of Philadelphia, director of 
civil defense in Philadelphia, Pa., gre a appreciated the privilege of 
being invited to appear before your committee today in reference to 
civil-defense matters. He regrets exceedingly that a most important 
engagement made many weeks ago makes it impossible for him to be 
here in person. He has sent me to represent him and to present his 





views to you. [lama poor substitute, I] assure you. I shall try to be 
brief and objective. We want to submit to you that: 

(a) Civil defense is necessary to the security of the United States, 
we believe. 

(b) Civil defense, we believe, is the fourth arm of national defense, 
as it has been so aptly described in troop information programs, 
posters, defense literature, speeches by high defense officials, and i 
literature published py the Federal Civil Defense Administration. 

(c) We believe that the so-called public apathy in reference civil 
defense is, in general, due to faulty organization and poor leadership 
at the top. 

(d) We believe that civil defense will continue to be ineffective 
and doomed to mediocrity until such time as the President of the 
United States and Congress recognize it as part of the organization 
for national security and give it representation on the National 
Security Council. 

These, we believe, are basic truths which have come to the front 
after over 3 years of study and practical experience in endeavoring 
to create an effective civil-defense organization in what is known as 
a critical target area of the United States. 

Now, to get right down to Philadelphia: 

(a) Philadelphia is one of the country’s most critical target areas, 
m our opinion. 

(b) Philadelphia cannot hope to provide an adequate civil defense 
without Federal and State aid. The problem, gentlemen, is simply 
too big. 

(c) Any attack on Philadelphia will directly involve the three 
States of Pennsylvania, New Jersey, and Delaware, since the industry 
and population of the Delaware Valley will be the target. Civil 
defense in Philadelphia, under any criteria previously used, 
therefore, be considered as a national defense problem. 

We in Philadelphia are deeply concerned that the Federal Civil 
Defense Administration be accorded an effective place in the National 
Security Organization of the Federal Government, and that it be pro- 
vided with adequate appropriations to carry out the grave and im- 
portant defens» functions assigned to it by Federal statute. The 
Federal Civil Defense Administration, we believe, must not be con- 
sidered and operated on principles effective for welfare organizations. 
Civil defense is a defense project; not a welfare project. Its problems 
must be solved as defense problems are solved. 

Under present world conditions, the Federal Government must 
provide direct and adequate aid to critical target areas to enable such 
areas to organize effective civil-defense pre paredness s, to provide ade- 
quate security, and to provide the 1 necessary supplies and equipment 
to combat, with any chance of success, the fires and destruction which 
would be present in a civil defen @ emergency. 

The responsibility for the fate of the Nation cannot be passed on 
with a simple phrase such as, “Civil defense is a local problem.’”’ The 
economic conditions present in local municipalities today make it 
impossible for local government to provide sufficient matching funds 
to do even a token job. They just do not have that kind of money. 
Yet the fate of the whole Nation is dependent on comparatively few 
critical target areas. 





Now, what are the needs of critical target areas? In our opinion, 
here are a few: 

(a) Authority to deal directly with the Federal Civil Defense 
Administration. 

b) A Federal Civil Defense Administration that is recognized as 
an integral part of the National Security Organization, with repre- 
sentation on the National Security Council. 

c) Direct financial as well as leadership aid from our Federal and 
State Governments. 

(/) Treatment of our problems on a defense basis and not on a 
welfare and political basis. 

(¢) Authority to obtain surplus property from the Federal Gov- 
ernment, 

(f) Workmen’s compensation for civil defense volunteers engaged 
in authorized training courses and tests. 

Last, but not least, leadership and direction shown by the issuance 
of Federal and State plans informing the local civil-defense authorities 
how the Federal and State Governments intend to control a situation 
such as would be created by the attack of the Delaware Valley with 
atomic firepower. 

Where does the aid we will need come from? Who controls it? 
How is it controlled?) Who controls the evacuation of our casualties? 
Where are they to go? 

The city of Philadelphia, gentlemen, respectfully requests that 
adequate and effective civil-defense laws and appropriations be enacted 
to give us a fair chance of survival. 

Mr. Taser. Thank you. 


Civit DEFENSE 


WITNESS 


GEORGE D. RILEY, MEMBER, NATIONAL LEGISLATIVE COMMIT- 
TEE, AMERICAN FEDERATION OF LABOR 


Mr. Taser. Mr. Riley, I believe you are a member of the national 
legislative committee of the American Federation of Labor. 

Mr. Ritey. That is correct, Mr. Chairman. 

Mr. Taper. You have a statement that you would like to make to 
us. We will be glad to hear you at this time. 

Mr. Rrtey. In order to contribute to your conservation of time, 
Mr. Chairman, I would be very glad to ask for permission to submit 
the statement in full and to read an excerpt of about a page and : 
half, which I think is the essence of it. May I have that privilege? 

Mr. Taner. You may. 

Mr. Ritey. Thank you, sir. 

The statement referred to follows:) 

The American Federation of Labor, whose members are in great production 
centers, has a vital stake in development of proper civil de’ense throughout the 
land \ little over a year ago, the Federal Civil De*ense Administration formed 
a labor advisory committee to consult on the part organized labor could play in 
civil defense. 

Through our activity, we have learned much about the program. We are 
convinced that while a start has been made in preparing our country to meet the 
effects of attacks, it is but a beginning and much remains undone. 
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These civil-defense problems have been taken up on the floor of our national 

mventions. We are mandated to do all possible to assist the civil-de-ense 
program at National, tate, and local levels 

\ccordingly, we feel that it is entirely appropriate that we appear here to urge 
your support for civil-de‘ense appropriations. We would like to see more done 
We recognize, however, that there are many aspects to total security planning 
and that the financing of the total program must be care‘ully weighed. We have 
seen the Civil De-ense Administration, prior to the change of adninistration, 

ibmit their modest budget to the Congress. We have seen that budget reduced 
further, aiter study, by the new administration. ‘lhis we understand and accept. 
\t the same time, we have noted the President’s repeated and firm support of the 

vil-de ‘ense program and his repeated emphasis on the need for its being success 
ily implemented. We do not believe it can ever achieve its proper pla 
he Congress supports it, not only in the basic law passed only 3 short 
but by necessary appropriations. 

I am addressing myself to certain specific parts of the proposed appropriation. 
First, we believe the Administrator of Civil Defense must have available an ade- 
juate staff to plan and lead the 7 million persons whom it is estimated are re- 
quired as a cadre of trained civil-defense workers. We believe if this cadre is not 
available when attack comes, chaos will result, production generally will be 
stopped, our ability to wage a war will be greatly reduced or stopped by the physi- 
cal damage to plants and by the heavy casualties to our laboring force, by the 
loss of morale, and by a reduced will to fight for survival. 

This budget authorized a total force of only 800 people. It is these 800 who 
are planning for and trying to pull together the activities of some 7 million per- 
sons, this is a very small staff indeed. Many of our locals have been critical of 
the lack of availability of trained people to lead them and instruct them after 
they have volunteered for service in civil defense. It seems unreasonable to 
suppose that such a small organization at Federal level, backed up, of course, 
by the State and local workers in civil defense, could hope to accomplish this 
gigantic enrollment and training program. There may be those who would think 
that the 800 are too many. We believe they are too few. 

Where, for example, are the ones who will be expert at trying to repair gas, 
water, and sewer mains when we see “bombs bursting in air.’?’ And who will 
assemble and prepare whatever food is available for the stricken populations? 
And the blood supplies and all the stockpiling in general. Eight hundred per- 
sonnel for a population of 150 million isn’t going to be a start. 

Of course, the answer to the questions I have just asked is that labor and its 
members are going to be exy ected to do the job on a mass basis because they have 
the comy etence to do the job and the willingness. But they must have the co- 
ordination which the Federal agencies should be exy ected to furnish. Recently, 
in discussing the problem and the pros’ ects which are going to confront us at the 
time when the heavens are set afire and the earth becomes scorched, the chairman 
of the committee of which ] am a member, William C. Hushing, pointed up what 
we have good reason to expect, with or without notice, that the enemy is coming. 

He said, for example, des’ ite all we have done, it is apy arent that not only have 
the labor organizations not been awakened to the situation of a possible Pearl 
Harbor threat but that the public generally has not been informed of some of the 
as} ects which will confront them. Let us not forget that there still is at least one 
batileship on the bottom of Pearl Harbor with the bodies of hundreds of seamen 
which may continue to lie there for years to come as a reminder that it can happen 
here. 

CLEANING UP AND TRYING TO SURVIVE 


Chairman Hushing added that since the atom bomb has been developed that 
pictures have been shown of results of tornadoes in Texas and that he is convinced, 
and so am I, that such scenes will be multi hed greatly by a single atomic bomb 
on any large city. If and when, a bomb is dropped, he said we ali know who will 
have to clean up. Our building tradesmen will be called upon; our metal trades- 
men will shut off the gas, electric, and water lines and our fire fighters will take a 
prominent part—even our women will be calied upon and we are convinced that 
we should prey are now. 

This is typical of the feeling we, in organized labor, have toward what we 
are convinced is in store for us. It may be in the new fiscal year soon to dawn, 
or it may be later—or sooner. I do not know of anyone who isin the Communists 
confidence concerning how soon they plan to bomb this Capitol Building or your 
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office or mine or our homes and our families. We do not have unity unless we 
have planning. Unity simply doesn’t just happen. 

\iy second specifie point concerns the major item in the budget. It is the 
Federal stockpiling of medical supplies and engineering-type equipment. I d 
not believe any person can accurately forecast what the actual number of sur- 
viving casualties might be if we are attacked with atomie weapons by Russia 
I have read, as I imagine you have, the recent stories by very able scientists who 
predict casualties that will run into many millions. I have read as recently as 
last week statements made by responsible military leaders stating that it is 
impossible to keep all the bombers from getting over cities. According to admin- 
istration leaders, the Russians have atomic weapons and their stockpile is growing 

if there is any possibility of casualties approaching the order mentioned above, 
it is clear that we must have available emergency medical supplies and equipment 
to permit the medical personnel of the country to treat the surviving casualties 
Many thousands of persons are being trained in first aid. These will back th 
loctors, nurses, veterinarians, and the laymen of the country who will rende1 
assistance to their fellows after attack—they must have material with which to 
Wor 

We are aware of the statement that this is a State and local responsibility. We 
that, operationally, it can only be solved at the local level But it is 
useless to argue that all of the resources of the country should not be made avail 
able to assist in the event of a hostile attack on anv part of the country. An 
attack on Bridgeport, Conn., or a city in New York is an attack on the United 
States. Constitutionally, the States are forbidden to maintain armies and air 
forces to defend themselves It does not seem logical to argue that they would 
be required to supply all the resources to remedy the damages that might come 
from an attack on the Nation 

We in labor cireles are quite familiar with safety programs to meet disasters 
that come to plants where our members are on the job. We fully expect manage- 
ment and labor to join together in planning for and stockpiling for such disasters 
We have seen around the country, under the impetus of civil defense, individual 
plants and areas beginning to join together for the mutual support of one another 
Literally, all of the resources of America are being pulled together to meet these 
lems. However, there are deficiencies in critical materials that must be 
provided for 

For military purposes, we have stockpiled many items, including, of course, a 

e amount of medical supplies, to meet the requirements of our Military 

lishment [ am sure that the military will assist in the civil-defense prob 
lems that will come when disasters strike America. I cannot imagine that they 
will not make as much use as is possible of their existing stocks, but they will also 
have a major problem to take care of in providing for the expanding military 
force that will come during this war. 


believe 


prot 
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STOCKPILING IS VITAL 


All available stocks will be used and there will still not be enough, we are con- 
vineced. It seems reasonable to us that the Congress should provide a minimum 
amount of medical stockpiles and reserves to take care of the some 70 million 
people living in our major production centers. We think the Congress was right 
in authorizing the stockpiling program. We think that they have financed the 
program at too slow arate. So far it has put 75 millions of dollars into this pro- 
gral * opinion, it must be funded at an accelerated rate until minimum 
stocks recommended by the administration are in place. 

We in labor unions are making every effort to support the blood program and 
the security program as a whole in order to help make our country ready. W« 
believe that it is entirely appropriate that a certain part of our substance be used 
to take care of us if our military cannot successfully defend us. The record is 
quite clear on that point. Our military constantly say it is a military impossi- 
bility to provide a perfect defense. In this day of atomic weapons, anything short 
} 


of perfection creates vital problems. 


hird and final point is that we recognize that unless we have some’ knowl- 

impending attack, that it will be impossible for us to have any opportunity 
to save ourselves and our families. We believe that as time goes on, civil-defense 
plans will be developed which will permit us to take advantage of any warning 
time that is received. There is still a great need in many of our cities for attack- 
warning systems. Until they are completed, all the billions of dollars that have 
been spent on radar screens and intercept squadrons are meaningless because the 
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man in the street will not get the warning which will tell him what to do. I do 
not know the total amount of this program but I believe that it is in the vicinity 
of 13 to 14 millions of dollars, in addition to the necessary communications to 
make sure that warning gets from the military down to the man in the street or at 
his lathe. It is strongly urged that these very necessary parts of the rounded 
program be completed. 

in closing, gentlemen, may I say that labor, generally, is supporting civi 
defense not only through aur organizations but as individuals. We believe that 
it is the job that, as Americans, we must carry out. We and our families mus 
in addition to our normal activities, volunteer for civil-defense duties. This w 
are doing. We are endeavoring through all of our organizations both nationally 
and locally to get our individual members to sign up. We are working with the 
management of our various factories and businesses to bring about a better 
industrial self-protection program. We believe that so long i 
to America, so long as we need a Military Establishment 
civil-defense organization. We believe that we must be pre} 1 
neip get our production voing again, render aid and assistanes » trapped, 

led, homeless, or hungry We do not believe that this organizi r and plan- 

ning can be left to happenstance. We do not believe that we can wait until after 
a war starts and depend upon the spontaneous ‘apllene of millions of people who 
will then be perfectly willing to serve. We support our total security program 
without question. We pay our taxes willingly to contrib ite to that program. 
We are giving our skill and our anaeaee ge and our time t ‘Ip make America 
trong, both in the production of @ military machine and a civilian machine. We 
expect you, who are our elected representatives to supply the nationel leadershi 
national vision, and financial support to the Federal Civil Defense Administration, 
which was created by vou to discharge the responsibilities which you, the Congress, 
have put upon them. 


1) 
I?» 
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Mr. Ritey. Mr. Chairman and gentlemen, mv name is George D. 
Riley. I am a member of the national legislative committee of the 
American Federation of Labor. 

First, we believe that the Administrator of Civil Defense must have 
available an adequate staff to plan and lead the 7 million persons 
whom it is estimated are required as a cadre of trained civil-defense 
workers. We believe if this cadre is not available when attack comes, 
chaos will result, production gener: my will be stopped, our ability to 
wage a war will be greatly reduced or stopped by the physical dam- 
age to plants and by the heavy paauabaian to our laboring force, by 
the loss of morale, and by a reduced will to fight for survival. 

This budget authorized a total force of only SOU people. It is these 
800 who are planning for and trying to pull together the activities of 
some 7 million persons, this is a very small staff indeed. Many of 
our locals have been critical of the lack of availability of trained people 
to lead them and instruct them after they have volunteered for serv- 
ice in civil defense. It seems unreasonable to suppose that such 
small organization at Federal level, backed up of course by the State 
and local workers in civil defense, could hope to accomplish th 
gigantic enrollment and training program. There may be those who 
would think that the 800 are too many. We believe they are too few. 

Where, for example, are the ones who will be expert at trying to 
repair gas, water, and sewer mains when we see “bombs bursting 
in aic.’”’ And who will assemble and prepare whatever food is avail- 
able for the stricken populations? And the blood supplies and all 
the stockpiling in general. Eight hundred personnel for a population 
of 150 million isn’t going to be a start. 

Of course, the answer to the questions I have just asked is that 
labor and its members are going to be expected to do the job on a 
mass basis because they have the competence to do the job and the 
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willingness. But they must have the coordination which the Federal 
agencies should be expected to furnish. 

Recently, in discussing the problem and the prospects which are 
going to confront us at the time when the heavens are set afire and the 
earth becomes scorched, the chairman of the committee of which I am 
a member, William C. Hushing, pointed up what we have good reason 
to expect, with or without notice, that the enemy is coming. 

He said, for example, despite all we have done, it is apparent that 
not only have the labor organizations not been awakened to the 
situation of a possible Pearl Harbor threat but that the public gener- 
ally has not been informed of some of the aspects which will confront 
them. Let us not forget that there still is at least one battleship on 
the bottom of Pearl Harbor with the bodies of hundreds of seamen 
which may continue to lie there for years to come as a reminder that 
it can happen here. 

Chairman Hushing added that since the atom bomb had been 
developed that pictures have been shown of results of tornadoes in 
Texas and that he is convinced, and so am I, that such scenes will be 
multiplied greatly by a single atomic bomb on any large city. 

f and when a bomb is dropped, he said, we all know who will have 
to clean up. Our building tradesmen will be called upon; our metal 
tradesmen will shut off the gas, electric, and water lines: and our fire- 
fighters will take a prominent part—even our women will be called 
upon and we are convinced that we should prepare now. 

This is typical of the feeling we, in organized labor, have toward 
what we are convinced is in store for us. It may be in the new fiscal 
vear soon to dawn or it may be later—or sooner. I do not know of 
anvone who is in the Communists’ confidence concerning how soon 
they plan to bomb this Capitol Building or your office or mine or our 
homes and our families. We do not have unity unless we have plan- 
ning. Unity simply doesn’t just happen. 

That is the essence of the statement, Mr. Chairman. I appreciate 
your kindness in receiving it. 

Mr. Taser. Thank you very much. 

Mr. Rooney. I would like to have everyone understand the position 
of the American Federation of Labor and its members with regard to 
this, and the reason for their interest. Is it because of some immediate 
possible economic benefit by the expenditure of Federal money for 
civil defense, or is it because of the genuine fear of the American 
Federation of Labor and its members of tremendous loss of life and 
property in the event of an atomic bombing? 

Mr. Rixey. So far as that is concerned, survival is the only question 
we have in our mind, how we are going to do it and clean up the mess 
and how we are going to live through it. We have the men in defense 
who have the know-how and show -how, and they are the men who are 
going to have to do it. 

Mr. Rooney. Thank you, Mr. Riley. 

Mr. Taser. Thank you very much, sir. 

Mr. Rivey. I appreciate it, Mr. ¢ ‘hairman. 
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WITNESSES 


LT. GEN. HENRY L. LARSEN, PRESIDENT; 

STANDISH HALL, PAST PRESIDENT; 

COL. STANLEY EDWARDS, VICE PRESIDENT, WESTERN REGION; 
COL. PRESTON LEE, VICE PRESIDENT, EASTERN REGION; 

GEN. WILLIAM HESKETH, NORTHEASTERN REGION; 

NATIONAL ASSOCIATION OF STATE CIVIL DEFENSE DIRECTORS 


Mr. Taser. General Larsen, do you have a statement which you 
desire to read? 

General LARSEN. Yes, sir. 

Mr. Chairman and gentlemen, I have with me members of our 
executive committee of the National Association of State Civil 
Defense Directors, including. Col. Standish Hall, of Kansas, Col. 
Stanley Edwards of Wyoming; Preston Lee, of Delaware, and Bill 
Hesketh, of Connecticut. 

With your permission, I would like to present this statement which 
represents the views of all of us, the executive committee represent- 
ing all the States, and we have talked to all our States. When I 
have completed this statement, I think that each one of these gentle- 
men who have come great distances, as you realize, to make a short 
statement in substantiation or more in detail. 

This is a pessimistic statement. Unless Congress gives Federa) 
Civil Defense Administration more money than it has in the past, 
civil defense will fold up in our States and local governments. 

Many of you on this subcommittee and a majority of Congressmen 
have served an apprenticeship in State legislatures. You know, as 
well as I know, that our governors and State legislatures on any 
national problem take their cues from what Congress does. Local 
legislative leaders and mayors and county executives are influenced, 
in turn, by what happens at the State capitol. 

If our State legislatures are not sold on civil defense, one of the 
reasons is that they have followed the leadership of Congress with the 
result that State and local civil defense appropriations have been 
severely cut. 

This tendency of State legislatures to follow Congress’ lead was 
evident in 1951. State and local governments at FCDA’s urging 
were appropriating substantial funds for civil defense up until March 
1951 when Congress drastically reduced FCDA’s initial appropriation 
request as recommended by the President. 

Twenty-eight State legislatures were in session then. It was 
budget-making time in most city halls. Soon after, State and local 
appropriations started to dry up. The drying up process was ob- 
viously accelerated when Congress again cut FCDA’s budget for 
fiscal 1952 and 1953. 

Records of action by State legislatures show that what I have termed 
a “drying up process” followed a definite pattern. 

When the Congress slashed FCDA appropriations, succeeding 
sessions of State legislatures did the same. I seriously doubt that 
the barometer of belief in the necessity of civil defense could fall of itself 
so generally across the Nation. 
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I have no doubt, and mv fellow State directors have no doubt. that 
the States followed, and followed naturally, the leadership of the 
Congress. County commissioners and city councilmen were not far 
behind. , 

States and cities still have some millions available now for adminis- 
tration and supplies. Many of these appropriations are biennial 
ones carried over since early in 1951, long before Congress slashed 
FCDA’s appropriation. We estimate that the States could and will 
match at least $15 million next year if Federal funds are available, 
If Federal funds are not appropriated, most State and local funds now 
available will lapse, and no new State and local funds will be forth- 
coming. 

Civil defense in the Nation is now at the crossroads. Many local 
directors are in the same quandary as the civil defense director in the 
District of Columbia. They are wondering whether to close up shop 
entirely, maintain a skeleton staff, or make one final effort to con- 
vince their legislatures and local appropriating bodies that civil 
defense is an important continuing function of government which will 
be with us from here on out. 

They believe civil defense is needed because the international 
situation grows more critical, and not less critical. Furthermore, 
improvement in atomic and other weapons continues at an ever- 
increasing pace. 

State directors are also convinced that civil defense agencies have 
an important part to play in handling natural disasters or other 
catastrophes. In at least 38 States civil defense agencies by law have 
this responsibility. 


Further, FCDA bv E +5 cutive order now - as a similar responsibility, 
for, by terms of Public Law 875, the President has assigned the func- 
tion of coordinating the Federal disaster relief activities and other 
emergency functions to FCDA. 

Gentlemen, we come to you from the grass roots. We must have 
assurance from this committee, as well as renewed assurance from 
this administration, that civil defense is, as the President has said, 


‘ 


‘a sheer necessity.’”’ Governors, mayors, and civil defense directors 
share with Congress the responsibility for the safety of the people of 
this country to whatever degree the Congress fails to provide the 
funds necessary for the program. 

While Congress has stressed the fact that civil defense is primarily 
a State and local responsibility, local officials are aware that the civil 
defense law oe Law 920—also assigns certain responsibilities 
to FCDA, including the furnishing of guidance and contributions to 
encourage State and local participation. The Federal Government is 
stockpiling medical supplies and other equipment to backstop State 
and local civil defense eflorts in case of enemy attack. We urge that 
you support FCDA’s budget of $125 million, if we get the word 
officially that that is the amount. 

A good beginning has been made. We beseech your continued 
support. The matching program has been a useful one in stimulating 
State and local p: ore ition and organization. 

As a result of what Congress has done, some $74 million of supplies 
and equipment have been or are being jointly purchased by State and 
local governments with Federal matching funds. Please consider 
these facts 
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. Every State and Territory has used Federal matching funds to 
pure -hase training and education, supplies and equipment. — 

Almost every State has used Federal matching funds to get 
rescue and fire equipment for their cities. Texas is expected to request 
rescue trucks for almost every one of its laige cities after seeing the 
need for such equipment at the Waco disaster. 

Parenthetically, | would like to read to you a message [ got from 
the State director there, at the end of this statement. 

3. FCDA medical supplies are stored in several places and FCDA 
was prepared to make its stockpiled medicines available in the Louisi- 
ana flood to supplement States and local supplies where needed. 

The present 1953 matching program was oversul! 
$6 million, and it was only through FCDA insistence on a balanced 
program that prevented FCDA’s putting the entire aoe 
under matching agreements in the first few months of the fiscal y 

It is recommended that there be no discontinuance of mate hing 
fund projects which are now in being as authorized in Public Law 920. 
| refer specifically to the fire service program which is not included 
in FCDA’s budget request. 

What is the reaction in the States? In my opinion, if Congress 
doesn’t pick up the ball, civil defense is dead. 

Let me call your attention to the following: 

The California director in a statement to the Assembly Ways and 
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‘leans Committee on February 5, 1953, said: 


Because of lack of strong direction and support, both fiscal and otherwise, by 
the Federal Government, this program has been in many respects a difficult and 
thankless task. Initially, the concept of civil defense under Public Law 920, 
sist Congress, was that civil defense was a joint responsibility of Federal, State 
and local governments, on the basis that it concerned itself with the protection 
f the life and property of the citizens of the United States Vith the virtual 
brogation of this responsibility by the Federal Government during the past 2 
ears, this State, with vour assistance and support, has assumed responsibility 
vacated by the Federal Government. Today you are here to consider the recom- 
nendations of the legis slative auditor, which provide not just a curtailment of the 
tivil defense program of the State, but a virtual abandonment by the State of its 

erall responsibilities to the citizens of the State for civil defense. 


The New York director in his annual report said—this is General 
Heubner, as you all know: 


Primary responsibility for civil defense under the Federal Civil Defense Act is 

sted in the individual States and their political subdivisions. Nevertheless, 

is apparent that this delegation of responsibility must be coupled with sound 
ind aggressive leadership on the Federai level, if full utilization of the Nation’s 
resources is to be obtained 

For the first time in our national experience, the possibility of a sudden, wide- 
spread atomic bomb attack on the United States, with its terrible consequences, 
iakes imperative the closest possible integration and coordination of ail our 

‘sources and capabilities for civil defense purposes. As every community in the 
State must actively participate in the conmon civil defense effort, so 
every State in the Nation. That some States, like some local commu: itie 

e less vulnerable to attack, cannot justify any relaxation of their civil defense 
fort. All the States individually and collectively must be prepared to withstand 
nationwide attack of disastrous proportions Without determined and resolute 
action by the Federal Government, this cannot be achieved. 

While New York and California have continued their efforts to 
strengthen civil defense and have been given appropriations for this 
purpose, consider these negative developments: 

1. In the wake of the last congressional cut, civil defense was 
practically abolished in Kansas. While over $1 million was appro- 
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priated early in 1951, nothing was appropriated by the present 
biennial session of the Kansas Legislature. 


-§ Civil defense was put on a standby basis in Idaho and Montana 


C ivil defense is financed only by nominal appropriations in such 
a States as Florida, South Carolina, and Mississippi. 
4. In Massachusetts, the appropriation is in jeopardy and _ the 
State agency is being reorganized. 


5. Of the first 24 State ‘legislatures adopting budgets this year, 19 
reduced their civil-defense appropriations. 

Now, I would like to say a word about the cities. 

The United States Conference of Mayors in a memorandum pre- 
sented at a conference at the White House March 31 had this to say 


Civil defense, involving Federal, State, and city sharing costs, is directed almost 
entirely to the urban centers. Our large-city industrial areas, the centers of 
production, would be the prime targets in case of any enemy attack. Yet th« 
progress of this important phase of military preparedness and national defense 
has been stymied for several years through lack of adequate Federal appropria- 
tions. To date, the Congress has not taken civil defense seriously and it has 
failed to make available such funds as are recognized to be necessary if we are to 
be even partially prepared. If Congress does not take civil defense seriously, it 
is logical that State and city officials should not take it too seriously. 


The American Municipal Association adopted the following resolu- 
tion: 


Be it resolved, That the American Municipal Association hereby reaffirms its 
position on civil defense and expresses its grave disappointment over the failure of 
Congress to recognize that civil defense of the cities is a vital part of national 
defense, which failure has resulted in the lack of adequate financial support to 
meet even the minimum needs of the cities for supplies, communications equip- 
ment, and shelters 


In addition, I call your attention to what the governors of three of 
our States have to say. 
Governor Warren of California writes as follows: 


The present tendency of passing responsibility for civil defense from Federa 
to State to local jurisdictions should be stopped. Civil defense is a joint respon- 
sibility of all levels of government, and each level must assume its proper 
responsibility if we are to have a fair and acceptable national program. I feel that 
the Federal Government thus far, with its numerous vitally interested agencies, 
has set a very poor example in this respect. Positive actions by Federal agencies 
and not fair words are the first necessary step in a revitalized effort. 


The California Senate Interim Committee on Civil Defense has 
pointed out in its reports that the Federal Government should do 
more for civil defense since it has ‘The clear responsibility to provide 
for the common defense.”’ 

Governor Williams of Michigan writes as follows: 


We feel very strongly in Michigan that civil defense is a coequal part of our 
national civil defense system and that in the years to come it should take its place 
with the Army, Navy, and Air Force in the defense of our country. In our opinion 
the relatively small civil defense appropriation made by Congress last year indi- 
cated to the publie generally that this activity was considered unimportant and 
that they need do nothing about it. 


I quote Gov. Dan Thornton of Colorado as follows: 


lhe people of the United States look to their leaders in the National Capital 
for guidance in matters considered to be of national importance. With respect 
to the national civil defense program, action has been of a routine nature. In 
each instance of budget requests a far lesser amount has been appropriated than 
requested by the Federal Civil Defense Administration. Wide publicity has been 
given each reduction of the’ FCDA budget request with emphasis being placed 
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only upon the fact that the FCDA had been granted a lesser amount than it had 
requested. If the civil defense program is to succeed, the importance of civil 
defense must be stressed continuously by national leaders and the people must 
not be led to believe that budget cuts reflect the lack of importance of the civil 
defense program. In Colorado, our State legislature has patterned its action on 
the State civil defense budget to that taken by the Congress even though the 
amounts requested represented the absolute minimum essential to maintain an 
active program. ‘The Federal Government has the obligation to demonstrate 
positive and effective leadership in this vital program by recognizing the impor- 
tance of civil defense as a coequal partner in our national defense. To this end 
adequate Federal appropriations are necessary to place civil defense in balance 
with our military defense. 

That these governors represent the convictions of all the governors 
is attested by a resolution adopted unanimously by the Governors’ 
Conference “urging upon the Congress and the States the necessity 
foe?" > adequate * * * civil defense.” 

Finally, I would conclude my statement with the fact that the 
Governors’ Conference and the Council of State Governments have 
repeatedly reaffirmed their desire for an adequate, all-inclusive, 
cooperative, strong civil defense program. 

Now, I know what your problems are and the burden you face, 
but I urge that you give careful thought to our concerted plea for 
your help in maintaining the national civil defense program on the 
broadest — scale. 

In general, it may be said that last year when FCDA’s request 
for a $600 million appropriation was cut to $43 million an attempt 
was made to force greater financial responsibility upon the States 
and communities. It has not succeeded. 

It is my impression that the public also judges the importance or 
necessity for civil defense locally by the actions of Congress, and when 
only $43 million is appropriated for civil defense and $46 billion for 
military defense, then our national leaders do not consider civil 
defense very important. 

While Congress need not appropriate large sums for civil defense, 

should give civil defense a greater share of national-defense ap- 
propriations than one-tenth of 1 percent of military-defense spending. 
Kither we have misjudged the world situation entirely and are making 
unnecessarily large appropriations for our military forces, or we are 
making a more serious error in appropriating too small sums for civil 
lefense. 

Since most people do agree that under present world conditions, we 
are forced to spend huge sums for military preparations, then our mis- 
take is in not appropriating sufficient sums for civil defense. 

Now, the reason Mr. McGill, of Texas, is not here, is this: He sent 
a message to me as follows, which I think stresses the importance of 
the civil-defense program in natural disasters, in which we are deeply 
nvolved, whether or not we believe that we have reached that stage 
that we will never have war again. 

This is his message to Gov. Val Peterson: 

Unfortunately, I am unable to comply with a suggestion just received from 
Lt. Gen. Henry Larsen, president, National Association of State Civil Defense 
Directors, that I join the executive committee of that group in Washington 
Thursday to testify before the congressional subcommittee considering appro- 
priations for civil defense. 

I have wired General Larsen as follows: 

“Rehabilitation work in disaster-stricken areas of Waco, San Angelo, and 
Orange, Tex., prevents my joining you to add my word of testimony to the efficacy 


35121—53—pt. 1——19 





288 


of civil defense in calamities of every kind and character. In Texas, we have ! 

a very recent and very real experience in this regard which has pointed up very 
sharply the necessity of adequate civil defense and disaster relief organizatior 
and facilities on Federal, State, and local levels to protect the well-being of ou 
people when disaster strikes. May I take this occasion to say also that in ow 
civi! crises in this State in the month of May, the Federal Civil Defense Ad 
ministration functioned without delay and with precision and high effectiveness 

“Best wishes to you.” 

That, Mr. Chairman, about completes what I have to say. There 
is one thing in conclusion and that is that the important thing is that 
we not cut the request of the Federal Civil Defense Administration 
which will be emphasized and exaggerated throughout the country if 
it is cut, which will indicate your minimizing the importance of it. 

If anything, if you cannot even see your way to give the appropria- 
tions that they request, you might increase it by $1 million to show 
that you consider it even more important. 

We appreciate that you have your problems, of course. Now, eac} 
of these ge ntlemen has some thing to say, I believe. 

Mr. Taner. Thank you, General. 

General LArseN. Our next witness is past president, Standish Hall! 
of Kansas, sir. 

Mr. Hauu. Gentlemen, any of you who come from the Midd 
West, as I do, appreciate how difficult it is for us to get excited out 
there about the possibility of an enemy attack. We keep thinking it 
can’t happen here. We feel that we are invulnerable to any possible 
enemy, and it makes it exceedingly difficult for a local man to go out 
there and say civil defense is vital to these people, unless we have 
backing here from you people in Washington. 

I find that to be the case among the common people of Kansas 
housewives, nurses, doctors, and fire fighters, people like that, as to 
a realization of how important a civil-defense organization might bi 
in time of an emergency, even a natural disaster. 

After all, civil defense is good citizenship. I ama volunteer. I am 
on no one’s payroll. I am a taxpayer and I am anxious to have this 
Government run efficiently. But, at the same time, I think civil 
defense is very worthwhile and, if it is to be cut, it should be cut out 

ntirely. I think if it were cut out entirely, it will be difficult to start 
it up in a year or two from now, if we should decide we should hav: 
civil defense. 

In conclusion, I think there is a large imbalance, if civil defense is 
as vital as the President says, I think there is a large imbalance in the 
funds that we are allocating for defense purposes and the sums we are 
allocating for civil-defense purposes. 

[ join with General Larsen in urging you to either give civil defense 
the importance to which I think it is entitled, or let us forget about it 
entirely. 

Mr. Taser. Thank you, sir. 

General Larsen. Col. Stanley Edwards, of Wyoming, sir. He 1s 
the vice president of the western area. 

Mr. Epwarps. Mr. Chairman and gentlemen, I shall be very brief 

Before coming down here, I contacted a number of the directors in 
the region which I represent on this committee. I found, without 
failure of any kind, that all of the directors in that region are 100 
percent behind the present Federal civil-defense program. 





They all feel and | feel that it is a modest, manageable program 
and does not have a lot of fancy things that may well be cut out. We 
feel it is a sound program as it has been presented to you. 

[ am not going to attempt to go into all the details of how every 
five dollar bill is going to be spent, because I do not know those de- 
tails but, in the overall program, we feel that it is a program that 
merits the wholehearted support of the Congress. 

[ am one of those who have felt, that as stated by General Larsen, 
that the large headlines of the cuts in civil defense were terrifically 
damaging to the civil-defense effort, and we have to organize people 
down there at the local level. When disaster strikes, whether it is 
an enemy-caused disaster, or a natural disaster, it is the people at 
the local level who are going to have to bear the brunt of it and are 
going to have to be _pre pared. We can’t bring in any superorganiza- 
tion to take over. They are going to have to do it themselves. 

And only through the support from the top down, right straight 
through, can we accomplish that goal. 

I thank you very much for your time. 

Mr. Taser. Thank you, Colonel. 

General Larsen. Preston Lee, of Delaware, vice president of the 
eastern area of the United States. 

Mr. Taser. Colonel, we will be glad to hear you. 

Mr. Lez. Mr. Chairman, I would like to take exception to one 
part of the request of the Federal Civil Defense Administration, 
and that is the breakdown of the contributions. It eliminates, as an 
example, the program for fire services for the coming year. 

Coming from the very small State of Delaware, when the $15 
million for matching purposes which is being operated on during this 
fiscal year was divided up to the States on a percentage of population 
basis, the State of Delaware got $31,000, which is not very much 
money to buy larger items of equipment t that are needed in the civil 
defense program. 

We went ahead with _ program and started in with some of the 
smaller items that could be purchased with that small amount of 
money. 

I am asking that, if the $14,300,000 is approved for the Federal 
Civil Defense Administration, it not be approved by program in order 
that small States such as Delaware will have an opportunity of pur- 
chasing some of these larger items of equipment in subsequent years 

Thank vou. 

Mr. Taner. Thank you, Colonel. 

General Larsen. And Gen. Bill Hesketh, of Connecticut, of the 
northeastern area of the United States. 

Mr. Taper. We will be glad to hear you, General. 

General Heskertu. I might state, first of all, when our legislature 
met in January, the Governor was faced with a $10 million deficit for 
depreciating the biennium and an authorized increase in State salaries 
for the 18,000 State employees of the State, which created a further 
deficit of $11 million for the coming biennium. 

Therefore, we were faced with an increase of taxation of $21 million 
in the State without any increase in services whatsoever. And, of 
course, there is a clamor for all services. 
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The Governor has stressed the need of economy and where it 
should be made, cutting down on various departments. But he 
stated that he had gone over my civil defense budget in great detail, 
and he recommended that it be passed without reduction. 

My appropriation for the biennium was three-quarters of a million 
dollars, of which a large part, $208,000, was for matching Federal 
funds. 

In spite of the fact the majority of both houses of the legislature 
were of the Governor’s party, I had a terrific job selling this ] proposi- 
tion. We have the second-largest legislature in the United States, 
the State legislature being exce¢ eded only by Mr. Cotton’s from New 
Hampshire, and it is exe eptionally unwieldy to handle. 

I have to not only appear before the committees but had to, as 
I found out how they were feeling about it, get to them and explain 
to them in groups and individually. And they adjourned at 1:35 
a.m. last Saturday morning, and only on that preceding afternoon 
did they finally pass my budget. 

[It was finally successful by an overwhelming majority. But some 
of the questions they bring up on this part here, they speak about the 
last 1951 budget, where the Congress had terrifically cut it. Well, 
it was difficult for me to explain that $250 million of what Governor 
Ca'dwell asked for was not justified. As a matter of fact, I told 
Senator McMahon and Senator Benton and the six members of the 
House to vote against it. No one knew what the situation was, 
nct even the members of the Appropriations Committees, because 
at that time no one had determined what adequate shelter was or how 
far that money would go. But the reaction on the part of the public 
in Connecticut was that you people who are supposed to know what 
the international situation is are not concerned with civil defense; 
that it was not necessary. 

I know that matching funds are a snare and a delusion as far as 
Connecticut is concerned. The last figures I had are for 1951, 
when we paid income taxes, corporation and individual, of $818 
million into the Federal Treasury, of which 4% percent went for 
matching funds of all purposes—rivers and harbors, roads, and so 
forth. 

Four and a half percent of the Federal tax collection in Connecticut 
was $38 million. We got back into the State, for matching funds, 
$20 million. So, had there been no matching funds, we would 
have paid $18 million less taxes and would have had $18 million more 
to spend. 

On the other hand, there is the psychological effect that this Con- 
gress is willing to pay half of it and thinks it necessary, and they are 
willing to go along with that particular figure. 

Now, on the medical supplies, it was justified. We submitted our 
requisition to the Federal Civil Defense Administration for this 
$600,000, half of which was your appropriation, on June 14, 1951. 

; My appropriation then was made an annual appropriation. Un- 
fortunately, I was new in the procedures of State législation. 

It was absolutely impossible to get delivery of these articles before 
the 30th of July. There are only 30 days after the fiscal year, or the 
money goes back into the Treasury. So, the $204,000 had to be reap- 
propriated. I had to cancel the rest of the supplies which have not 
been del.vered—had to cancel them temporarily. 





So, they went into detail as to how much of the material was 
wasted—what about the antibiotics; whether or not they spoil over 
a certain length of time. 

We worked out a rotation program through the State institutions 
and hospitals where they took the older stuff out and stored it, and so 
forth. All the bandages and everything else were sealed in deep- 
freeze packages. It was all done by women volunteers in the armories. 

Four or five members of the legislature who were most critical 
reported back to the houses that there was no expense wasted. What 
you get out of this is all out of proportion to the amount of money you 
appropriate. When you call a soldier into the Army, you don’t only 
have to clothe and feed and arm him but you have to pay him. In 
other words, nothing is donated by anybody, and the total cost is a 
tough proposition. 

Then there is the matter of litter bearers. We took Trinity College, 
610 men, and the president of the university agreed that these boys 
would donate 4 hours of their time to taking up first aid and a course 
in litter bearing. 

Now they are organized. That calls for 150 litters at a cost of 
$89.88 apiece. That is all the equipment required, and we have 610 
men. Next year, as the seniors graduate and go out, we will have to 
have a new class and do the same thing. 

So, there isn’t any question about it that the people are impressed 
by this matching-fund proposition. Of course, if they don’t need it, 
it is not a bargain at half price, and they w on’t go ahead and get it. 

Thank you. 

Mr. Taser. Thank you. 

General Larsen. Mr. Chairman, I would like to say in conclusion, 
for the executive committee of the National Association of State 
Civil Defense Directors, that we appreciate very much your inviting 
us in and giving us an opportunity to speak to your committee. We 
have come here without the solicitation or knowledge of FCDA; that 
is, until today, or within the last 2 or 3 days we let them know that we 
were coming in. 

We are here representing the grass roots on our own initiative and 
in our sincere desire to see this program go forward. We are not 
interested selfishly. And none of us is interested personally in a 
5-cent piece of these appropriations, 

And we urge you most sincerely to follow this program through in 
the interest of national defense. 

I can’t say any more. 

Mr. Taser. Thank you, General. 


Civit DEFENSE 


At this point we will insert in the record the statement of Mr. 
Clarence H. Olson, assistant director, national legislative commission, 
the American Legion. 

(The statement is as follows:) 


STATEMENT OF CLARENCE H. OLson, ASSISTANT DirREcTOR, NATIONAL 
LEGISLATIVE COMMISSION, THE AMERICAN LEGION 


Mr. Chairman and gentlemen of the subcommittee, we are extremely conscious 
of the tremendous responsibility which rests with your committee in its delibera- 
tions on the budget for civil defense. The American Legion is deeply concerned 
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THURSDAY, JUNE 18, 1953 


OFFICE OF DEFENSE MOBILIZATION 
WITNESSES 


ARTHUR 8S. FLEMMING, ACTING DIRECTOR 
CHARLES H. KENDALL, GENERAL COUNSEL 
HENRY F. HURLEY, ADMINISTRATIVE OFFICER 


Amounts available for obligation 


Estimate, | Estimat 


Actual, 1952 oa 1054 


$1, 711, 250 $1, 250, 000 $3, 250, OK 


Act, as amended 1, 261, 804 


Adjusts uppropriation or estimate 1, 711, 250 2, 511, 804 3, 250, 00 
Reimbursements from other accounts 31, 726 47,379 20, OO 


lable for obligation 1, 742, 976 2, 559, 183 3, 270, 000 


nee, estimated saving 413, 507 323, 000 


Obligations incurred 1, 329, 469 2, 236, 183 3, 270, 00 


Obligations by activities 


Estimate, Estimate, 
1953 1954 


Actual, 1952 


$2, 236, 183 | 


2, 236, 183 


Estimate, Estimate 
1953 1954 


Average grade 


Personal services 

Permanent positior $682, 863 
Part-time and temporary positions 154, 614 
Kegular pay in excess of 52-week base 2, 672 
Payment above basic rates 11, 898 
Payments t ther agencies for reimbursable details 51, 214 


Total personal service 903, 261 


02 Travel 147, 565 

03 Transportation of things 549 

04 Communication services 25, 765 

05 Rents and utilit ervice 2, 266 521 

06 Printing and reproduction 85, 630 56, 362 

07 Other contractual services 29, 588 692 
Services verformed by other agencies 39, 385 , 266 | 

08 Supplies and material 28, 430 21, 135 

09 Equipment 59, 857 9, 775 

15 ‘Taxes and assessments 2.173 2. 678 

Unvouchered ; = 7 5, 000 2, 000 | 


Total obligations : 1, 329, 469 2, 236, 183 | 
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Analysis of expenditures 


ursable obligations, end of year 
ns, end of year 


Total expenditures 
xpenditres are distributed as follows 
Out of current authorization 12, 565 2 943. 000 
Out of prior authorization } 175, 513 


Mr. Taser. Dr. Flemming, we are glad to have you here with us 
this morning. Your agency, as I understand it, covers a combination 
of several others which have been operating in different activities. 

We would like to have you give us a little picture of what the setup 
is and what activities you expect to cover. Then, as we strike the 
different agencies, we will want to know what funds were used in the 
past year and the number of employees who were operating on those 
functions; and we will want to have a pretty clear picture of why you 
need the funds for which you are asking. If you have a general 
statement to make, we would be glad to hear it now. 


GENERAL STATEMENT 


Mr. FLemmine. Thank you very much, Mr. Chairman and members 
of the committee. I do have a rather detailed presentation relative 
to the work of the Office of Defense Mobilization which, if desired 
by you, Mr. Chairman and members of the committee, I would be 
very happy to make available for the record, then deal briefly with a 
number of policy issues, and then be available for questioning; if that 
is satisfactory from your viewpoint. 

Mr. Taser. We can try it that way. 

Mr. Fitemmina. Fine. I may need to go back to the detailed state- 


ment in the light of some of your questions. 
(The statement is as follows:) 


At the outset, I would like to emphasize that the Office of Defense Mobili- 
ation for which we are requesting appropriations today is a very different organi- 
pation from the Office of Defense Mobilization of last year. Up to this time, 
the ODM has been charged with the responsibility for the directicn of the overall 
mobilization program—the establishment of broad policies governing the objec- 
tives, scope, and pace of the program. But other defense agencies, both emergency 
agencies and units in the regular departments of Government, have had the 
responsibility for formulating the specific programs and carrying them out As 
the emphasis changed from production of end items to developing and maintaining 
the mobilization base, the President found it appropriate to eliminate certain 
activities and consolidate in the ODM functions previously carried on by several 
of the other agencies. 

For this reason I think it would be appropriate first to outline ODM’s 
responsibilities so that we may all have a clear picture of the job that lies ahe: 


ODM RESPONSIBILITIES 
Firest, under the terms of Executive Order No. 10193, December 16, 1950, 


the Director of the Office of Defense Mobilization on behalf of the President 
coordinates all mobilization activities of the executive branch. 
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‘der 10433, February 4. 1953, transferred to the Director 
1 funetions of the former Defense Production Administra- 
| icy had the function of establishing programs 

f ustrial expansion, for production controls, for 
id requirements data from the various claimant agencies. To 
programs will continue under the Defense Production Act 
ent session of Congress. 
10438, March 13, 1953, transferred to the Director 
netions of the National Security Resources Board, 
for the physical security of facilities important t« 
»val of specific plans for the control of electro- 
aircraft 
tion Plan No. 3 of 1953, which went 
functions have been added: 
National Security Resources Board 
Act of 1947, as amended, ineluding his 
nal Seeurity Council: 
» Strategic and Critical Materials Stockpiling Act of 
he Secretaries of the Army, Air Foree, and Interior, 
‘h were vested in the Army-Navy Munitions Board, 
3 vested in the Secretary of the Interior by section 7 
functions relate to the Secretary’s authority for 
he extent and quality of certain miner 1 deposits; 
the Munitions Board by section 4 (h) of the Com- 
Charter Act, as amended, relating to the transfer to 
1 critical materials acquired abroad in exchange for 
n addition there are transferred to the Director of th 
he Munitions Board bv section 204 (e) of the Fed- 
» Services Act of 1949 authorizing executive agencies 
.ct, covering the lease, sale or other dis- 
lieu of cash any property determined by 
critical material at the prevailing market 


or payme! ts became or become due. 


INCREASED EFFICIENCY 


l ning these responsibilities WAS two-fold’ 

rranization of the Executive Office by eliminating suct 

tion of responsibility as existed under the previou 

in his own words, was ‘‘to enable one Execu- 

leadership in our national mobilization 

e activities and readiness for any future 

earrangement, will have the effect of integratin; 

ramming which he retofore re ided in different 

sponsibilities for carrying out the current mobiliza- 

range readiness measures, thereby eliminating ar 
listie separation of related functions 


ECONOMIES 


it greater efficiency in the management of our 

i ‘ ; arrangement will also effect significant economies 

propriations for cal year 1953 for ODM, DPA, and NSRB were, respec- 

$1,250,000, $2,875,000, and $625,000, or a total of almost $5 million. The 

appropriation request by ODM for fiscal year 1954 is $3,250,000—a 

1 of 32 percent Perhaps more illustrative is the anticipated reductior 

il personnel Li year ODM’s staffing pattern called for 148 permanent 

Ositions During the course of the year 312 positions were transferred to it 

from DPA and 40 positions were transferred from NSRB, or a total of 500 posi- 

tions. During fiscal vear 1954, it is anticipated that ODM will have a staffing 

pattern of 345 full-time permanent positions. It must be recalled that ODM 

i » handling other responsibilities as well, such as the stockpiling responsibility 

formerly reposed in the Munitions Board, and these functions will be 
absorbed within the budget and within the staffing pattern. 

At thi ‘int, I would like to emphasize that, in general, ODM will establis} 

ulate programs in these areas of responsibility. The actual carry- 

programs will be done by the other departments and agencies 


funds required for defense activities of these departments and 
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encies amounted to $115 million. This vear it is anti ipated that this will be 
reducea to $17 million. ODM will thus have little or no operating functions but 
ll. of course, coordinate the mobilization activities of the executive branch 
This will make it possible to develop in each agency a hard core of trained per- 
nnel. I might add here that ODM will bring in, on a rotation basis, key men 
m industry so that a ready reserve of industrial personnel with know-how can 
constantly maintained. The Defense Mobilization Board, National Advisory 
soard on Mobilization Policy, and various advisory committees, as in the health 
nd scientific manpower fields, will be continued Arrangements are in process to 
e the Department of Commerce Industry Advisory Committees so as to avoid 
nnecessary duplication. 
WORK PROGRAM 
Now as to ODM’s work program for fiscal year 1954. 
r expansion of productive capacity to provide long-term readi 
ack upon us and our allies. This program sought to provide materials, 


ilities, and current production; 


Over the past 2% years, this Nation has been engaged in a very substantial pro- 


t} 
I ess 


To meet authorized military fe e goals in the time periods required; 
To maintain these forces in a high state of readiness and equipped with the 
ak weapons during an extended period of cold or limited war; and 
establish and maintain a mobilization base capable of rapid expansion 
meet the needs of all-out war, as well as any sudden new demands 
riod 
be our ol jectives The y must be accomplished Within the 
tations set bv sound fiscal and monetary policies. 
Progress in the expansion of the industrial base has reduced the need for 
omprehensive controls instituted during the period of shortage. Rescheduling 
nilitary production will result in a production plateau at a level below peaks 
reviously projected Nevertheless, limitations on the availability of certain 
and facilities required for the military and atomic energy programs, 
the stockpiling of strategic mtaerials, will, in some cases, continue 
t fiscal year 1954. Some control measures remain nece sary to safe- 
of materials and the availability of facilities for meeting military 
T . | 


imited expansion programs for critical key elements in the 


program will still be required But the need or lack of need for 
ls and current expansion should be distinguished from the con- 
if 


for a mobilization readiness program for full-scale war 


z year, therefore, we will be engaged in two principal jobs: 
the continuing action programs required to meet cold war 
and to strengthen and maintain the mobilizatior base; and 
ing and advising the President on measures required to assure the 
aximum readiness to meet future mobilization emergencies. 
In the specific work areas, however, these functions are closely interrela 
1ently, I should like to discuss the specific projects scheduled to be 
in terms both of continuing action and readiness to meet future emergencies 


FINANCIAL POLICY PROBLEMS 


One of ODM’s major responsibilities relates to the use of incentives authorized 

ider section 124A of the Internal Revenue Code, the Defense Production Act, 
and the Strategic and Critical Materials Stockpiling Act. We are responsible for 
approving all programs involving the use of incentives or stockpile funds, for 
preparing financial policy instructions for the direction of delegate agencies, for 
auditing the use of delegated authority by these agencies, and for preparing 
summary reports as required by Congress. 

Specifically, by way of example, these functions are involved: 

ODM has the continuing responsibility for establishing policy and publishing 
reguiations governing the use of tax amortization. These involve the deter- 
nination of program objectives, criteria for eligibility, percentages of certification, 
and reasonable limitations on the use of tax amortization. Applications totaling 
$34 billion in estimated capital investment have been received. The amount of 
investment covered in the cases certified is over $26 billion. By deletions and 
the application of amortization percentages, the amount eligible for tax amortiza- 
tion in these certified cases is nearly $16 billion. The flow of applications has 
been reduced but a substantial number continue to come in. The policy and 
procedures for the issuance of these certificates must be reviewed to conform 
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with the objectives of the new administration, the procedures must be simplified, 
and t} maximum delegation to other agencies of Government carried out. We 
will revise and develop policies for use of accelerated tax amortization and will 
certilv cases recommen le da by dek gate agencies. 

We are also responsible for establishing policy, certifying programs, issuing 
instructions, and auditing the use of other financial incentives to encourage the 
expansion of production capacity and supply required for the defense effort. 


These include defense loans or guaratr 


tees of loans for expansion, and contractual 
commitments of various types. While the res} onsibility of carrying out these 
programs has been delegated to the Defense Materials Procurement Adminis- 
trator and the National Production Authority, the policies for the use of these 
various techniques must be clarified and the actions reviewed to insure compliance 
The borrowing authority is involved here, and there is the financial problem of 
managing the $2.1 billion authorization to insure that commitments made against 
it are properly evaluated and that the estimates of ultimate net costs are based 
upon the best analvsis available to the Government. The largest part of the 
borrowing authority has been allocated directly to the Office of Defense Mobiliza- 
tion for management and control. 

ODM will be responsible for the administration of the national stockpile. It 
will therefore be necessary to formulate financial policies governing the use of 
stocky ile funds and for approving individual transactions by the agency responsible 
for conducting the stockpile operations. 


PRODUCTION REQUIREMENTS AND PROGRAMS 


Much of the work involved in caleulating requirements and administering 
allocations systems for the current program is delegated by the Office of Defense 
Mobilization to other agencies. The Director is responsible for developing 
policies and reviewing delegated programs to insure that they are in accord with 
the Office of Defen Mobilization directives. For example, in the case of the 
defense materials system which will be the successor to the controlled materials 
plan in the third quarter of this year, we will be responsible for the collection and 
validation of military and atomic-energy requirements and for the establishment 
of appro} riate set-aside policies. 

We will be responsible for keeping the current military-production program 
under review in order that the civilian agencies of Government may take the 
necessary action to support and assist in its accomplishment. 

We will develop policy and supervise programs to determine, evaluate, and 
balance full mobilization production, services, and construction programs against 
resource capacity. 

In the development of a full mobilization program, a task of decisive importance 
is that of obtaining sound military requirements which are related to a rational 
military plan that the Department of Defense would activate in the event of war. 
We will have to work closely with top management in the Department of Defense 
to insure that the new organization provides means for obtaining valid military 
requirements not only for the current program but for full mobilization as well. 

The Director is responsible for developing a general control system, such as 
CMP or an alternative which can be put into effect as rapidly as possible at the 
outbreak of war. He must establish the policy for and coordinate the work of 
other agencies which will be responsible for developing specific mobilization orders 
and regulations required to su; port the operations of the general production con- 
trol system to be instituted in time of war 

ODM will be responsible for coordinating the work undertaken in other agencies 


to identify, measure and develop action programs to erase critical deficiencies in 


the mobilization base. Expansion goals have been established in a large number 
aterials art hese goals must be reviewed and modified as required. 

rrent military-production program levels off and declines, the problem 
naintaining the mobilization base is arising. ODM must develop a program 

to identify critical defense plants which may not be maintained in the future and 


f 


the mcans of insuring their continued availability. 


MATERIALS POLICY AND PROGRAMS 


ODM is charged with coordination and direction of Government activities in 
the defense-materials area. The objective here is to develop policies and programs 
that when carried out will meet immediate defense needs and those that would 
arise in the event of war with minimum interference to the civilian economy. 
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One of the first specific tasks is the development of comprehensive stockpiling- 
expansion-controls programs for important strategic materials. The major 
elements in this job are: 

(a) Review of partial and full mobilization needs for individual materials; 

b) Comparison of these needs with available supply; 

(c) Analysis of the probable results that may be expected from the use of 

alternative devices for overcoming deficiencies; and 

(d) Recommending programs and time schedules for achieving supply ob- 
yee tives, 

The recommended programs may consist of the expansion of supply, both 
foreign and domestic, stockpiling, control of current uses and conservation and 
the development of substitute materials. 

The Assistant Director for Materials will have the principal responsibility 
within ODM for 

(a) The determination as to what materials are strategic and critical; 

b) Authoritative recommendations as to the qualities and quantities of mate- 
riais to be st wckpiled; 

c) The direction of the Administrator of General Services with regard to the 
irchase, storage, security, Maintenance, refining, processing, rotation, and dis- 
sal of stockpile materials; and 

The approval of locations for the storage of stockpile materials. 

this point, 325 materials have been identified as strategie, of which 75 

al stockpiled currently. Comprehensive reviews of about 30 of these is 

being undertaken immediately. The stockpile of a number of materials is short 

f completion. Total funds authorized for stockpile procurement are over $7 

lion. Another $1.4 billion are on order. During fiscal 1954 there will be 

available something in the neighborhood of $450 million in stockpile funds to 
ver future commitments and current « perating expense 

Expansion programs will be established for individual materials as provided 
for in the Defense Production Act, as amended. Expansion goals have been 

tablishe1 for 125 materials. Review of the goals for a large number of these 
naterials is urgently needed, 

ODM will have the responsibility for following, in terms of individual material 
he actions of operating agencies administering current controls. At the present 

ne 19 materials are under various forms of direct control, 8 are under allocations 
r scheduling, 14 are under melt-sheet scheduling, 9 are covered by use limitations, 
nd for 16 there are inventory controls. During fiscal year 1954, it is expected 

t the current trend toward decontrol will continue and that possibly 6 or 8 of 

materials may be completely freed from control during the year. We will be 

‘erned with the review of the supplv-demand situation of the individual ma- 

r control and the de velopme nt of recommendations best desi med to 


» defense materials program. 


T } 


STABILIZATION POLICY 


ated stabilization program is ¢ vral part of » mobilization pro- 


his includes all of the stabilization measures required to prevent the dis- 
ive effects of inflation whether in a period of stepped-up pertial mobilization, 
entional full mobilization, or atomic attack. It includes the direct stabiliza 
sures which may be required in the event of war such as price, wage and 
controls and consumer rationing, as well as the indirect measures such as 
l, eredit and monetary measures, 
The ODM staff will develop the direct stabilization plans whi 1e principal 
onsibility for developing plens for indirect stabilization controls will rest in 
‘r Government agencies, primarily, the Treasury Department and the Federal 
Reserve System However, we will have responsibility for scheduling and co- 
ordinating the indirect controls planning, for assuring the consistency of the dir 
controls planning with the indirect controls planning, and for assuring the 
quacy of such plans‘in the light of mobilization objectives. 

The development of overall emergency stabilization policy include 

(a) Legislation required to provide authority for stabilization measures. 

(b) The initial actions which may be required in the event of an emergency such 
as price, wage, rent, rationing, and monetary and credit measures, as well as 
proposals for the longer-run operation of the program with respect to such prob- 
lems as standards for these controls, types of regulations, pricing techniques, and 
wage and rationing policies. 
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c) The integration of stabilization plans with other mobilization plans as, for 
example, materials and production controls and the relationship of price controls 
to the maintenance and expansion of essential output. 


NONMILITARY DEFENSE POLICY AND PROGRAMS 


ODM is responsible for the development of policies, programs, and standards 
for the nonmilitary defense activities. Nonmilitary defense includes all of the 
measures taken by civilian agencies: 

a) To minimize the effects of enemy attacks on cities, industry and Govern- 
ment; 

(b) To assure continuity of essential production, governmental functions and 
community services in the event of attack; and 

(c) To deal with the emergency conditions resulting from attack and restore 
the industrial, governmental, and community facilities necessary to support the 
national security. 

The known capability of a potential enemy to inflict damage on the United 
States with atomic weapons makes it necessary that full-mobilization plannin; 
include consideration of the possibility of losses in productive capacity, labor force, 
materials, and essential services due to enemy attack. In addition, certair 
positive measures are necessary to assure the continuity of essential productior 
and services under attack conditions. 

We are developing policy and standards for the use of Federal agancies ir 
carrying out programs designed to assure the continuity of essential production 
in the event of attack. Such programs include: 

(a) The identification and rating of Government-owned and privately owned 
facilities important to defense mobilization, defense production, and essential 
civilian economy. 

b) The continuing development and implementation of national policies and 
programs respecting the strategic location of industries, the continuous operation 
of which is essential to the Nation’s security. 

(c) The development of standards and policies and supervision and coordinatior 
of the activities of Federal agencies for the physical security of facilities, as directed 
by Executive Order 10421 (as amended by Executive Order 10438). The Director 
of ODM is responsible for the assignment to agencies of responsibility for physical 
security supervision of facilities rated by the Secretary of Commerce, for develop- 
ment and promulgation of standards for physical security applicable to such 
facilities. for direction of the activities of the Facilities Protection Board. 

d) The development and implementation of production-logistics measures 
which can be taken now, in advance of attack, to help assure continuity of indus- 
trial operations and-expedite restoration after attack damage has been inflicted. 

(e) The direction of Government-wide planning for postattack industrial 
rehabilitation. 

(f) Review of the plans and activities of Federal agencies related to wartimn< 
control of electromagnetic radiations. 

Policies, programs, and standards for assuring the continuity of essential fune- 
tions of Government in the event of attack are part of the program. We are 
responsible for programs establishing a wartime-dispersed seat of government, for 
emergency relocation of essential personnel and governmental functions in the 
event of attack, for permanent relocation of essential functions to less-vulnerab| 
locations, for general reduction of the vulnerability of the Nation’s Capital to 
attack, and for protection of indispensable Government reeords. 


MANPOWER POLICY AND PROGRAMS 


The Director is responsible for directing and coordinating all manpower act 
ities of the Federal Government necessary to achieve and maintain the curr 
and projected mobilization program; for assuring that appropriate manpower 
actions are taken now which would enable the Nation to move quickly and effec- 
tively to full mobilization; for advising the President concerning the coordinatio 
of military, industrial, and civilian manpower mobilization, and concerning thi 
policies and programs necessary for the effective mobilization and utilization ¢ 
manpower in the event of war. 

Policies and programs are being developed to: 

(a) Determine the manpower available for meeting the current and potential 
requirements of the Armed Forces and the supporting civilian economy. 

(b) Determine, in manpower terms, the feasible size of the Armed Forces and 
supporting production programs. Thi includes development of manpower infor- 


¢ 
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mation and policy for the setting of industrial expansion and production goals and 
for the distribution of procurement and of production facilities to permit the maxi- 
mum utilization of manpower. 

(c) Develop and maintain an adequate supply of manpower with critical skills, 
including craftsmen, scientists, engineers, and other highly trained workers. 

(d) Determine the manpower requirements of principal claimant agencies such 
as the Department of Defense, Atomic Energy Commission, Federal Civil Defense 
Administration, and for meeting these requirements from the manpower available. 

(e) Develop, in collaboration with management and labor, the necessary meas- 
ures for expanding, stabilizing, and effectively using our total manpower resources 
in the event of full mobilization or war. 

(f) Develop measures for meeting the potential manpower problems of post- 
attack industrial rehabilitation and production, 

Mr. Fiemmina. There are just a few matters I should like to stress 
in connection not only with the presentation of the Office of Defense 
Mobilization budget but also in connection with the other budgets 
which this committee will consider from the various agencies which 


have defense production responsibilities 
POLICY REGARDING DEFENSE MOBILIZATION 


I think it is clear that the policy of the administration in the defense 
mobilization field can be summarized under the following three 
headings: One, to reach a plateau that will enable us to deal with 
would-be aggressors from a position of strength; two, to stay on that 
plateru once we have reached it; and three, to develop a program which 
will provide us with an industrial position or plans for it from which 
we could move rapidly to maximum rates of balanced output of war 
and war-supporting goods in the event of all-out mobilization. 

The Office of Defense Mobilization, as we see it, has the responsi- 
bility of assisting the President in achieving these objectives. 

Now, our approach to the discharge of our duties and responsi- 
bilities is this: We believe that the Office of Defense Mobilization 
should develop the policies and directives necessary for the achieve- 
ment of the objectives to which I have just referred; that we should 
then delegate authority to act to the maximum possible extent to 
other departments and agencies; and that we should then develop 
control devices designed to insure adherence to basic policies and 
directives by the agencies receiving delegations of authority to act 


FUNCTIONS TRANSFERRED TO ODM 


[ think the members of the committee appreciate the fact tha‘ 
Reorganization Plan No. 3 as submitted by the President to the 
Congress became effective on June 12, last Friday. ‘That reorgani- 
vation plan provides for the oisdilitlcialoen of a new Office of Defense 
Mobilization. Under the plan there are transferred to the new Office 
of Defense Mobilization the statutory responsibilities set forth in 
the National Security Act for the National Security Resources Board. 
In addition there are transferred to the new Office of Defense Mobili- 
zation the stockpiling functions set forth in the Strategic and Critical 
Materials Stockpiling Act which had previously been vested in the 
Munitions Board in the Department of Defense. 

Yesterday the President signed an Executive order which transfers 
to this new Office of Defense Mobilization all of the functions of the 
old Office of Defense Mobilization. Those functions, as the members 
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of the committee will recall, were set forth in Executive order. So 
we now have a new agency which has the responsibilities which the 
Office of Defense Mobilization previously had placed in it by the 
President; and, in addition to that, has the statutory functions set 
forth in the National Security Act of 1947, as amended, for the old 
NSRB and the stockpiling functions of the Munitions Board. 


ORGANIZATIONAL SETUP 


Mr. Chairman, I would like to turn to the organization chart which 
is on page 2 of the submission that we have furnished the committee, 
and discuss with you very briefly the manner in which we are proposing 
to organize the Office of Defense Mobilization in order to discharge 
the duties and responsibilities assigned to it. 


OFFICE OF THE DIRECTOR 


First of all, the law itself now provides for a Director and a Deputy 
Director, both of whom are nominated by the President and con- 
firmed by the Senate. 

I would like to discuss the positions of Assistant Directors, and 
indicate to you first of all the policy that we intend to follow in filling 
those positions. 

It is my hope that each of the Assistant Directors will be a person 
from outside Government who has had broad industrial experience 
and in some instances, of course, persons who have likewise, particu- 
larly during the war period, had Government experience. It is my 
hope that those persons will come in and serve with us for a period 
in some instances of 12 to 18 months; that when they leave Govern- 
meut service it will be with the understanding that they will be willing 
to come back from time to time in order to be briefed and brought 
up to date; and also with the understanding that if we become involved 
in a stepped-up mobilization program or all-out mobilization program 
that they will be available for full-time service. It is also our hope 
that they will agree, for example, to let us keep their security checks 
up to date, so that if it is necessary to call them into active service 
it will not be necessary for us to wait for 30 or 60 days for security 
checks. 

With that in mind I want to refer to three of the Assistant Director 
posts which we have already filled. 


ASSISTANT DIRECTOR FOR FINANCIAL POLICY 
The first one is the Assistant Director for Financial Policy. 

Mr. Taser. What is that? 

Mr. FLemMinc. That position is described on page 13 of our 
submission, if we may turn to that page. 

This Assistant Director is the principal adviser to the Director on 
all financial policy questions involving the use of incentives authorized 
under the Internal Revenue Code—that, of course, is the tax amortiza- 
tion procedure; the Defense Production Act, which involves the 
$2.1 billion revolving fund provided for in the act; and the Strategic 
and Critical Materials Stockpiling Act, which involves the funds 
made available for stockpiling purposes. 
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The Assistant Director for Financial Policy will have responsibility 
for the processing of tax-amortization certificates. You will notice 
that provision is made for 64 peenonn most of which will be used in the 
processing of tax-amortization cases. But, in addition, this pe rson 
will in effect serve as our comptroller ‘and will be constantly checking 
on the utilization of the large sums of money for which the Office of 
Defense Mobilization has responsibility. 

The person | have appointed to this position is Mr. William Lambie, 
who was up until the time of his retirement the senior vice president 
of the National City Bank of New York. In that eee capacity 

‘had responsibility for the loan policies of the National City Bank 

f Ne ‘w York. He is already on the job and is doing an excellent job for 

As I have looked at this whole picture and have de ‘veloped some 
feeling and some appreciation of the magnitude of the sums involve d, 

and of the impact that the expenditure of these sums can have on 

our defense program and also on our economy generally, I have felt 
that it was necessary to have one topflight person with the kind of 
experience that Mr. Lambie has had. That is why we created this 
particular job. 

Mr. Taser. Off the record. 

(Discussion off the record.) 


ASSISTANT DIRECTOR FOR PRODUCTION REQUIREMENTS AND PROGRAMS 


Mr. Fiemmine. The next position I will take up, taking them in 
order here, is the Assistant Director for Production Requirements and 
Programs. I have not yet filled that position. If I may go off the 


record again I would like to indicate the kind of person I hope to 
obtain for this job. 

(Discussion off the record.) 

Mr. Fiemmina. As indicated on page 13, this Assistant jeanne 
will be responsible for developing policies and reviewing the exercise 
of delegations of authority by other agencies in connection with 
current and future production programs and controls. He is respon 
sible for the collection and validation of requirements and for de- 
termining the availability of capacity to meet these requirements. 

Jeing more specific, as indicated by some of the boxes under the 
Assistant Director for Production Requirements and Programs, he will, 
for example, have responsibility for developing the policies and re- 
viewing the regulations in connection with the distribution controls 
that are still in effect. The new defense materials system for steel, 
copper, and aluminum is a case in point. It will be his responsibility 
to develop policies and review the regulations proposed to be issued 
by the Department of Commerce in that area. 

This area is also a good illustration of the putting into effect of the 
philosophy to which I referred before. So far as most of the opera- 
tions are concerned, the delegation will be to the Department of 
Commerce. 

ASSISTANT DIRECTOR FOR MATERIALS 


The next one is the Assistant Director for Materials. This Assistant 
Director has the responsibility in the Office of Defense Mobilization 
for the coordination and direction of the Government’s activities in 


85121—53—pt. 
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the defense materials area. He will be responsible for recommending 
action in the materials field on expansion programs, stockpiling, and 
control. In exercising this responsibility he will attempt to have 
developed a supply of materials for the Nation to meet immediat: 
defense needs and those that would arise in the event of war. He 
will have the principal responsibility for the administration of the 
national stockpile of strategic and critical materials. 

We do feel that one of the most important responsibilities assigned 
to the Office of Defense Mobilization as a result of the approval o 
Reorganization Plan No. 3 relates to stockpiling. I have not vet 
appointed a person to this position but again I would like to discuss 
with you, off the record, the type of person I have in mind. 

Discussion off the record.) 


ASSISTANT DIRECTOR FOR STABILIZATION 


Myr. FremminG. Next is the Assistant Director for Stabilization. 

Mr. Taser. As you get into that I would like to have you do a little 
elaborating as to whether or not you still have these people working 
on changing regulations, so that they can try to hold somebod) 
responsible for something that happened 3 or 4 years ago. 

Mr. Fremmine. Mr. Chairman, I am functioning for the time being 
in 2 dual capacity. IT am Director of ODM and also Administrator 
of Economic Stabilization. As i understand it, | will be back before 
the committee this afternoon at 3:30 in connection with the funds 
being requested for the dying Economie Stabilization Agency. : 
imagine that probably would be the best time to address myself | 
that particular question? 

Mr. Taser. All right. 

Mr. Fieminc. The Assistant Director for Stabilization will have 
the responsibility for developing the standby plans in the stabilization 
area. As you probably noted, Mr. Chairman and members of the 
committee, when I appeared before both the Senate and House Bank- 
ing and Currency Committees in connection with the extension of the 
Defense Production Act, I stated the position of the administration 
in this area in the following manner: I indicated that we were opposed 
to the enactment of any detailed standby control laws; on the ground 
that any law that might be enacted by the Congress at the present 
time would very likely be out of date 30 or 60 or 90 days after it was 
enacted. No one could really anticipate the actual situation which 
would prevail in the event of an emergency. We took the position 
on the so-called 90-day freeze proposal that if the Congress decided it 
could not move rapidly in providing freeze authority “and desired 1 
give the President standby freeze authority it would be sotenapble. 
We expressed the hope that Congress would decide that it could act 
fast enough in the event of an emergency to provide us with standby 
freeze authority. 

On the basis of the conference report which is now before both th: 
House and Senate apparently the Congress is in the process of deciding 
that it could act rapidly enough. 

We did, however, before both committees, say that we felt that there 
was an obligation resting on the executive branch to develop rathe 
detailed plans for putting into effect price and wage and credit con 
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trols if a sharply stepped-up mobilization program or if an all-out 
mobilization program should call for consideration of that problem 
again. We said that we felt that those plans should be developed by 
people who have had some administrative experience with controls, 
but also they should be developed by persons who have had experience 
on the receiving end of controls to see if we could not devise a simpler 
and more effective program than those we have operated under in the 
past. 

We said also that it was our intent to work with the staffs of both 
the Senate and House Banking and Currency Committees and the 
staff of the Joint Committee on Defense Production and with the 
members of the committees, so that there would be a meeting of minds 
between the executive and legislative branches as to the kind of action 
which might be taken in the event of an all-out emergency. That 
program we intend to carry out. Obviously activities connected with 
this phase of our work will be more intensive in the early stages. Then 
later on, we should be able to keep the program up to date with 
smaller staff. 

I hope to recruit for the position of Assistant Director for Stabiliza- 
tion a person from business and industry who has had experience 
living under these controls and who can, on the basis of that experience, 
give us effective leadership in the development of that program. But 
this person will not have any responsibility for finishing the liquidation 
of the program that has been in effect over a period of the past 2 years. 
That program I will discuss with you this afternoon in connection 
with the Economic Stabilization budget. 


Mr. Taper. All right. 


ASSISTANT DIRECTOR FOR NONMILITARY DEFENSE 


Mr. Fiemmina. The next position I would like to discuss is that 
of Assistant Director for Nonmilitary Defense. You will note that 
there is a brief summary of his duties on page 14 of our submission. 

This Assistant Director will be responsible for the development of 
policies, programs, and standards to minimize the effects of enemy 
attacks on our cities, industry, and Government; assure continuity 
of essential production, Government functions and community serv- 
ices in event of an attack; and to restore industrial and governmental 
facilities after attack. 

For this position, I have appointed Gen. Henry L. Parkman, who 
is a leading attorney from Boston, Mass., and who served during the 
war in the field of military government, particularly in Germany 
under General Clay. 

This, as indicated by the brief statement 1 have just read to you, 
is largely a coordinating function on behalf of the President. 


ASSISTANT DIRECTOR FOR MANPOWER 


The final position is that of the Assistant Director for Manpower. 
That person has responsibility for being the principal adviser to the 
Director in the manpower field both in connection with the current 
program and also in connection with facing some of the issues which 
would arise in the event of a stepped-up or all-out mobilization. 
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| have appointed to that particular post Mr. Thomas Reid, the 
director of civic affairs for the Ford Motor Co., and a former vice 
president and director of industrial relations for the McCormick Co. 
in Baltimore. 
NUMBER OF PERSONNEL 


In connection with this presentation, Mr. Chairman, I desire to 
stress the fact that we are going to do everything we possibly can to 
administer the affairs of the Office of Defense Mobilization in just as 
economical a manner as possibble. I should like to refer to the table 
which I think all of the members of the committee have. The heading 
is ‘Amounts Available for Obligation.” 

The part I want to refer to is on page 2 of that chart, which gives 
you a comparison of employment in the ODM, the DPA, and the 
NSRB as of February 3, 1953, and indicates the number of persons 
who are being requested for the 1954 budget. 

For example, you will notice that so far as the Office of the Director 
is concerned we propose just 3 as compared with 13. 

I may say that | believe that if we are going to have economy in 
the administration of an agency the head of the agency should try to 
set the right kind of an example. I have tried to do it in this par- 
ticular instance. 

You will note later on that there was a contingency fund of $5,000 
which the Director did not have to account for, and which I am sug- 
gesting should be stricken. 

The Deputy Director, of course, is a new post provided for by 
Reorganization Plan No. 3 

In the Office of the Executive Officer they are reducing from 10 to 5. 

In connection with the program staff, which is a small staff to look 
at the overall picture for me and advise me on it, we are decreasing 
from 12 to 8. 

Next is the Health Advisory Committee, which is the same as last 
year. 

Coming down to the Staff Services, the Director of the Office of 
Defense Mobilization is one of the statutory members of the National 
Security Council. As such I have a person who spends full time on 
the Planning Board of the National Security Council, which does the 
staff work for the Council on behalf of the President. He has a smal! 
staff. 

The General Counsel goes down from 17 to 11. 

The Reports Staff Foes down from 38 to 10. 

The Information Staff goes down from 22 to 3. I might say that 
that is just 1 professional man and 2 secretaries. 

Administrative Management goes down from 58 to 49. 

Secretariat Services goes from 8 to 11. That simply reflects a 
philosophy that we have that we can hold down our overall personnel 
by having a central secretariat, that we can use for our various advisory 
committees. 

The Assistant Director for Financial Policy, which is the office 
headed by Mr. Lambie, you can see is down from 81 to 64. 

The Assistant Director for Production Requirements and Programs 
is down from 122 to 45. 

The Assistant Director for Materials, according to this, is down from 
47to045. However, in that connection we must keep in mind the fact 
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that there has been a transfer to us of the stockpiling functions in the 
Munitions Board. It is my understanding that they have had ap- 
proximately 26 people on that job, so that in reality is down from 73 
to 15. 
Mr. Anpprsen. Might I ask a question at this point, Mr. Taber? 
Mr. Taser. Go ahead. 


INSPECTION OF STOCKPILES 


Mr. Anprrsen. What kind of an inspection service do you have in 
connection with the actual stockpiles? How do you know, for 
example, they are being maintained in the condition you want them 
ms unt 1ined and such things as that? Who does that work? 

Mr. oe HMMING. There is one person who in turn has the responsi- 
lity of keeping in touch with the General Services Administration. 
Under the setup the General Services Administration actually does 

a procurement for the stockpile and maintains it once it is acquired. 
They = test the materials. 

Mr. AnpD»mRSEN. In your overall capacity, then, you do make sure 
that in the actual stockpile accumulation there is no question but 
what these things will have the proper care through the years and 
that the materials will meet certain specifications and such things as 
that? You will be satisfied in your own mind that those conditions 
do exist? 

Mr. Fiemmina. Mr. Congressman, I persomnaly feel that is a very 
important part of my overal! responsibility, and I have had conversa- 
tions with Mr. Mansure, the new Administrator of the General Serv- 
ices Administration, with the idea of our setting up control systems 
and control reports which will assure me of the fact that that is being 
done. 

Mr. AnprRSEN. What brings this question to my mind is the fact 
that the Commodity Credit Corporation has through the past few 
years gotten into difficulty because of the fact that they did not utilize 
the proper inspection methods and controls. 

Mr. Fipmminea. That is right. 

Mr. ANDERSEN. I hope that we will have nothing similar to that 
relative to the stockpiling program. 

Mr. Fiemmina. I appreciate your raising the question, because, as 
you ap preciate, I just assumed this responsibility a few days ago. 
But I have been looking ahead and I have felt that this is one of the 
most important points for me to keep in mind. 

Mr. ANDERSEN. Off the record. 

(Discussion off the record.) 

Mr. ANpreRSEN. Thank you, sir 


NUMBER OF PERSONNEL 


Mr. FLEMMING. Then, moving on down, the Assistant Director 
for Stabilization, of course, shows an increase, but that is solely 
hecause of the fact that the responsibility which I have just outlined 
had not previously been with the ODM. In fact those 28, as soon as 
the ESA is liquidated, will constitute the only persons who will be 
working in the stabilization area. 
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Next is the Assistant Director for Nonmilitary Defense. There is 
an increase there. That is because of the feeling on the part of 
General Parkman and myself that some things which should have 
been done in that particular area have been left undone and that we 
should try to bring the activities in this area up to date and current. 

Mr. Taper. Is that going to be a duplication of the Val Peterson 
setup? 

Mr. Fiemmine. No, Mr. Chairman. That is one thing we are 
watching very carefully. We work closely with Governor Peterson. 
Ours is really a coorainating function for the President. Our activi- 
ties include, for example the question of the development of plans for 
the continuity of Government in the event of attack. That is a 
planning function but a very important one, and one that is handled 
within our organization. 

The Assistant Director for Manpower is down from 17 to 8, because 
that does not require very many people. 

Next you will notice a telecommunications item. The President 
yesterday signed an order transferring to the Director of ODM the 
responsibility for functions which have been performed by a tele- 
communicaiions adviser to the President. Instead of the occupant of 
such a position reporting directly to the President the President has 
decided that he should report to the Director of ODM. It is a small 
unit. It is pretty largely a refereeing job as I understand it. 

Mr. Gary. May I ask a question right there, Mr. Chairman? 

Mr. Taser. Surely. 


TOT AL PERSONNEL COMPLEMENT 


Mr. Gary. Do I understand that these three agencies combined on 
February 3, 1953, had a total personnel of 492? 

Mr. Huruey. That is right. 

Mr. Gary. That vou are asking for 1954 for ODM a total of 345? 

Mr. Fiemminea. That is right. 

Mr. Gary. Which is 44 more than are currently employed, or were 
employed on May 30. 

Mr. Ftemmina. That is right. Mr. Congressman, one of the 
reasons for that, for example, is that the request makes allowance for 
some of the new responsibilities which have been assigned to us. For 
example, we will have to transfer into the organization from the 
Munitions Board some of the people who have been working on the 
stockpiling function. The budget makes provision for that, although 
they were not actually on our payrolls as of May 30 because the plan 
was not effective until June 12. 

Mr. Gary. How many are involved there? 

Mir. Fuemminc. There are about 10 persons who will come over 
initially. As we get into it we may have to transfer a few more. 

As I indicated, they have had 26 working on that operation. We 
feel this is an opportunity to start slowly, not transferring the whole 
26, but scrutinizing the situation very carefully. 

Mr. Gary. How many of the 44 will be transfers from other 
activities? 

Mr. FLemminG. Somewhere between 10 and 15. 

In other instances provision is made for a slight step-up over existing 
employment. 
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Mr. Gary. What is the reason for that? 

Mr. Fiemmina. Because of the fact that in some areas we have 
been going through a process of reduction in force. In some of the 
areas we have reduced force down to the point where we think it 
should be. Then in other areas it will be necessary for us to add a few 
people in order to handle certain responsibilities that we have more 
effectively. In other words, in connection with some of our respon- 
sibilities we feel that we can make rather sharp reductions in force. 
That is why we are down to 301. On the other hand, in certain 
other areas we feel that there are a few activities which should be 
strengthened as compared with the existing situation. 

Mr. Passman. Mr. Chairman, may I ask a questien at this point? 

Mr. Taper. Surely. 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 


ASSISTANT DIRECTORS 


Mr. Passman. I notice you have six Assistant Directors in the 
Office of Defense Mobilization. How many assistants did you have 
under the old setup? 

Mr. Fitemmina. As I explained a little earlier, Mr. Congressman, 
actually this is a new office into which there has been merged the old 
NSRB, the stockpiling functions of the Munitions Board, the old 
Defense Production Administration, and the Office of Defense Mobili- 
zation. Asa result it is difficult to indicate just how many Assistant 
Directors existed before. You could take the Assistants in the 
NSRB, the Assistants in DPA and the Assistants in the stockpiling 


area and add them up; but this is an entirely new setup. 


I might say this: That the concept here is to take each one of the 
principal areas for which we have been given responsibility and have 
someone in charge who reports directly to the Director. I do not 
know whether you were in or not when I was explaining the kind of 
person we have recruited already for three of these positions and the 
tvpe of person we desire to recruit for the other positions 


SALARIES 


Mr. PassmMan. Me. Flemming, you show the average annual salary 
as $6,678. What is the annual salary of the Assistant Directors? 

Mr. Fiemmina. I have recently issued a memorandum to the 
organization stating that I wanted to have new work-assignment sheets 
prepared for every job, beginning at the top and moving right down 
through the organization. I then want a preaudit by the Civil Service 
Commission on the classification ef the top jobs, and a reevaluation of 
all the jobs unde* the top jobs. 

My own offhand judgment would be that these Assistant Directors 
would probably be classified as GS-18’s, which would be $14,800. 

Mr. Passman. Is that base or total? 

Mr. Fiemmine. That is both the base and the top, GS-18. There 
is not any range for that grade. 

Mr. PassMan. The total would be $14,800. 

Mr. Fiemmina. It would be $14,800. Actually, in a number of 
instances men are coming in on a “when actually employed” basis, 
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which means they come in at $50 a day, so that we will not be paying 
the full $14,800. Or in some instances they will come in on a w. o. « 
Pa , a “without compensation” basis. I do not know in just how 

any instances we will actually have to pay the $14,800. My offhand 
adi yment is that it will be in very few. 

Mr. Passman. Are they furnished an automobile and a chauffeur, 
each one of the Assistant Directors? 

Mr. Ftemminc. No, sir; they are not. No one in our organization 
is furnished an automobile and a chauffeur, including the Director. 

Mr. Passman. That is all, Mr. Chairman. 

Mr. Taser. Are there any questions? 

Mr. Fusmmina. Mr. Chairman, may I coinplete one other point 
which I thought might be of interest 

Taper. All right 


PROGRAM CONTROLS 


Mr. Fremmina. I have tried to indicate our desire to introduc: 
economy into the internal administration, and I would also like to 
indicate to the committee that we intend to establish the kind of con- 
trol mechanisms which will result in a very close scrutiny being made 
of proposals to utilize borrowing authority provi ded in the Defense 
Production Act as well as the funds provide d for stoc ae purposes. 

Asa temporary device when we took over we froze all i YOU LIONS 
that were under way in the Defense Materials P ecenameaitt Agenev 
and the General Services Administration until such time as a review 
board which we had established could have the opportunity of going 
nto these projects to determine whether or not they were still 
hecessary. 

This review board has been functioning over a period of the past 
few weeks, and just as an example in three instances dealing with 
programs involving copper, cobalt, and asbestos, the board has 
effected reductions in the use of borrowing authority to the extent of 
$255,610,000 so far as the gross transactions are concerned. 

Now, as you know, in working out these transactions we also 
endeavor to determine what the probable ultimate net cost will 
to the Government. In these three instances the probable ultimate 
net cost would have been $31 million, according to the best estimates 
that we can make. In addition to that they have disallowed a 
proposed loan totaling $114.6 million. 

We are reviewing every transaction that it is possible for us to 
review—that is, where the water has not gone over the dam—in an 
effort to see whether or not we can save some funds for the Govern- 
ment. 

Mi ‘ht | Say that you do need the very finest and the very best- 


‘ 


qualified persons to make this kind of a review. 


DECISION ON STOCKPILING PROGRAM 


Mr. AnpEersEN. At that point, Mr. Flemming, may I ask: Who 
makes the final decision as to the tonnage or quantities of these various 
materials to be stockpiled? 

Mr. Fuemuinc. That decision under the Reorganization Plan No. 3 
will now be made by the Director of ODM. _ In other words, we have 
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the responsibility for developing the basic assumptions underlying 
the stockpiling program and we will also have the responsibility for 
determining the stockpile objectives. Then we will have the responsi- 
bility for developing a program which we turn over to the General 
Services Administration or the Defense Materials Procurement Agency, 
with the understanding that they will go ahead and purchase within 
the framework of that program. 

Also I would like to say, Mr. Chairman, that we intend to set up 
very quickly an outstanding group to review the expansion goals 
which have been established previously by the Defense Production 
Administration and which in turn will result in changes being made 
in the criteria under which tax-amortization certificates are issued 
And also that will result in changes being made in the materials- 
expansion program in some instances, undoubtedly. 

But [ just cite those two examples to indicate that we are trying to 
take a look at the whole operation, not only in terms of the money we 
actually spend for internal administration, but in terms of the very 
large suns of money for which we have overall responsibility. 

Those are the only points I had, Mr. Chairman. 

Mr. Taner. Mr. Andersen? 

Mr. ANDERSEN. [| have no further questions. 

Mr. Taner. Dr. Fenton? 


HEALTH RESOURCES ADVISORY COMMITTEE 


Mr. Fenvron. I notice in your organization chart here you have a 
Health Advisory Committee. Now, under what Assistant Director 
does that committee function, or is it directly accountable to the 


Director? 

Mr. Fiemmina. It is accountable to the Director, although under its 
charter, Mr. Congressman, it is also charged with the responsibility of 
advising the President. In addition to that it advises the Director 
of Selective Service in connection with certain selective-service provi- 
sions, namely, those dealing with the callup of doctors and dentists 
and other medical personnel. 

In other words, it is one committee that serves a number of agencies. 
Likewise, it advises the Department of Defense in connection with 
their calls for medical personnel. It has made very careful reviews of 
some of the calls. In at least one instance that I know of that has 
resulted in a reduction in the call, because the committee felt that 
the Department of Defense had overestimated its own needs and was 
not taking into consideration sufficiently the needs of civilians for 
doctors and dentists. 

Mr. Fenton. What is the makeup of that committee? 

Mr. Fiemmuinea. Dr. Howard Rusk is the chairman of the com- 
mittee. As you may know, he was with the Air Force during the war 
and did a very outstanding job in the field of rehabilitation. He is the 
Director of the Rehabilitation Services of the Bellevue Medical Cen- 
ter, in New York City, Clinical Director of the Institute of Physical 
Medicine and Rehabilitation of that Center and is also an associate 
editor of the New York Times, 

I do not happen to have with me the names of the other members of 
the committee, but I will be very happy to supply them. 
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[ know that one member of the committee who has 


affairs is an active leader in the American 


ken its duties seriously. It has 
for the purpose of coming to 
ave been referred to it. It 
‘ecommendations on the overall 
vith the needs of the Red 


in connection with infantile- 


Are those members on salary? 
The Vv re celve $50 a day and their exp 
‘committee meetings. 
would like to know the personnel. 
MMING. I would be very happy to supply that, sir. I am 
not have it with me. 
The information referred to follows: 


[eaALTH Resources ApvisorY COMMITTEE AND Its 


SUBCOMMITTE! 


ditation of 
New York, 
, Wis 
neisco, Calif 


Orleans, La 


A ’ 


OMMITTEE ON BLOOD 

livision of laboratories, Michigan Department of 
Street, San Francisco, Calif 

iene, Service Memorial In- 


laboratoric s, Illinois 


‘ago, ili. 


Javis, do you have any questions? 


rIONAL RELATIONSHIPS—ODM anv OrHErR AGENCIES 


Mr. Davis. What assurance do we have, Mr. Flemming, that this 
For instance, let us consider your 
What does he do that is not 
the Treasury Department? 


does not represent an extra layer? 


Assistant Director for Finan ial Policy. 
being done by somebody down in 
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Mr. Firemuina. I think we have t> start back at this point, Mr. 
Congressman: The responsibility for the administration of the $2.1 
llion revolving fund provided for in the Defense Production Act 
been placed with the Director of the Office of Defense Mobiliza- 
on. ‘The responsibility for handling the tax-amortization program 
der the Internal Revenue Code has been placed with the Director 
f the Office of Defense Mobilization. The responsibility for the 
handling of the funds under the Stockpiling Act has likew ise been 
nlaced with the Director of Defense Mobilization. 
~ Consequently, he is the only person who has responsibility for 
andling those funds, which run up into billions of dollars. This 
\ssistant Director for Financial Policy, Mr. Lambie, in effect is my 
staff man to help me and to assist me in making sure of the fact that 
those funds are handled in the proper way. So far as I know, no one 
‘Ise is attempting to do that, because no one else has that operating 
re sponsibility. 

Of course, our actions, like the actions of anyone else, are subject 
to check by the Director of the Bureau of the Budget on behalf of the 
President. Outside of that there is no duplication. 

Mr. Davis. Do you use the Treasury facilities at all? For instance, 
this involves very frequently a tax policy matter. What do you do 
in working something like that out with Treasury? Do you go ahead 

nd then put it up to them to come along and fall into line? 

Mr. FLiemmina. The responsibility for certifving cases which are 
entitled to tax amortizatioa has been placed with the Director of the 
Office of Defense Mobilization. That certification goes to the Com- 

issioner of Internal Revenue, ana he acts on the basis of the certifi- 

ition. Again, there is no duplication between the two. 

Mr. Davis. The same question might be asked with respect to a 

number of these analy sts and specialists who ‘are listed on the 
ereen sheets. What, for instance, would a price analyst in your 
organization do which would not be done by somebody over in the 
Bureau of Labor Statistics? 

Mr. Finemmine. The analysts who are referred to there, of course, 
are to function under the Assistant Director for Stabilization, to whom 
| have already referred. I have mdicated to you the commitments 
that the executive branch made to the Senate and the House Banking 
and Currency Committees, so far as the development of plans is 
concerned, I can assure you that there will be no one working for 
that Assistant Director doing things which are being done in the 
Bureau of Labor Statistics or any other place in Government; because 
one of my basic principles is that the Office of Defense Mobilization 
should, to the maximum extent possible, use other departments and 


agencies for operations and also for staff work. There will not be 


anything done in our office that is being done anyplace else in Govern- 
ment. J will put it the other way: We will not do anything we can 
get any other department or agency to do. 

Mr. Davis. Under what kind of directive are you operating which 
would permit you to obtain information from these various other 
Government agencies on other than a “Do me a favor’’ basis? 

Mer. Ftemmine. The Reorganization Plan No. 3 contains in it a 
provision which gives us direct authority along that line. For 
example, section 3 (b) of Reorganization Plan No. 3 provides: 


When authorized by the Director, any function transferred to him by the pro- 


f function of being a member 


visions of this reorganization plan (exclusive of the 
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of t 
; 
t 


he National Security Council) may be performed by the head of the ager 

he executive branch of the Government or, subject to the direction and co 
trol of any such agency head, by such officers, employees, and organizatio 
units under the jurisdiction of such agency head as such agency head ma 
designate. 


of 


There is specific authority for us to make a direct delegation to other 
departments and agencies. I feel sure that where it makes goo. 

sense to proceed in that particular way that we would have the back 

ing of the President in getting a department to take over a responsi- 
bility, rather than our attempting to duplicate it with a staff in ow 
own Office. 

I can also assure you of this: That our method of operation will bi 
wherever it is humanly possible to do so, to delegate authority to act 
to the agencies without providing ad litional funds. In some instances 
it will be simply a case of shifting priorities with their own organization 

Mr. Davis. One of the things which has concerned us with respe 
to these so-called emergency agencies in the past has been that there 
has not been a verv effective use of facilities in existing organizations 
unless we provided some money for them to do it. In other words 
vou would not be able to call on them to furnish you with some of 
this information unless you transferred some money over for thei 
to do it 

Do vou feel that that line of authority and that line of assistance is 
worked out at the present time? 

Mr. Fuemuina. That is the objective toward which we are going 
work. I feel, Mr. Congressman, you have put your finger on one of 
the most important management problems in Government. I know 
that that has been the practice in the past. I just do not think tha 
in many instances it makes good sense at all. I think in many 
instances they could undertake the responsibility without getti 
additional funds. We intend to operate that way. 

May I just say this: I served for a while with \[r. Wilson, the forme: 
president of General Electric, as his manpower assistant. In the 
manpower area we worked just that way. I had a secretary, and 
that is all, and I had all of my staff work done by the Departme nt of 
Labor, Selective Service, Defense, and other agencies. So far as | 
was able to discover, it was very satisfactory from every pola of view 


URBAN-VULNERABILITY SPECIALIST 


Mr. Davis. In looking over this list of analysts and specialists, 
I see you have listed an urban-vulnerability specialist. What is an 
urban-vulnerability specialist? 

Mr. Fitemmina. That is in the nonmilitary defense area under the 
direction of General Parkman, and I would be very glad to provide you 
with his work-assignment sheet. As a matter of fact, that is one of the 
things I have underway right now; namely, the preparation of 
work-assignment sheets—not classification sheets—which will spell 
out in what I hope will be clear understandable English just what ou 
people are going to do. Just what that particular person may be 
doing in connection with General Parkman’s overall responsibilities 
I cannot say offhand, but I would be very glad to provide you with 
the work-assignment sheet on it. 

(The matter referred to follows:) 
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WorkK ASSIGNMENT SHEET—URBAN VULNERABILITY SPECIALIST, ODM 


It is the function of the urban vulnerability specialist, ODM: 

(1) to identify those responsibilities, activities and programs of the various 
Federal agencies which have a bearing on urban development. Examples 
of such activities are: home mortgage insurance, veterans’ housing, Federal- 
aid highways, and industrial location; 

2) to assist the Federal agencies in obtaining maximum reduction of 

urban vulnerability through the administration of their respective programs; 

and 

3) to prepare technical information for the use of Federal agencies, State, 
county, and city planning organizations and private enterprise concerned 
with urban development. Such technical information consists of standards 
for evaluating the vulnerability of urban areas and procedures for obtaining 
the voluntary acceptance of appropriate measures to reduce vulnerability. 

Mr. Taser. I| think after we have been through. the details of these 

ifferent sheets and questioned those who represent these items, that 
we will want you back for a few questions. 

Mr. Fiemmina. I am scheduled to be here at 3 o’clock anyway. 

Mr. Taper. All right. 

Mr. Gary. Mr. Flemming, as I understand it, the original National 
Defense Act provided that the director of the Security Resources 
Board should be a member of the National Security Council. 

Mr. Fiemminea. That is right. 

Mr. Gary. And his function was to advise the President with 
respect to the national resources? 

Mr. Fiemminea. That is right. 

Mr. Gary. The Security Resources Board has been combined with 
ODM and you now as director of ODM sit on the National Security 
Council in place of the former director of the National Security 
Resources Board; is that right? 

Mr. Fiemmina. That is correct. 


AVERAGE GRADES AND SALARIES 


Mr. Gary. I notice in the classification of your salary and expenses 
that you are increasing in the upper grades, the higher classifications, 
the average salary from $6,070 for 1953 to $6,895 for 1954, and you 
are increasing the average grade from 9.1 to 10.2. Whereas, in the 
crafts and the protective and the custodial grades you are decreasing 
the average salary from $2,955 to $2,634 and you are decreasing the 
average grade from 3.6 to 3.4. 

Mr. Fiemmina. Mr. Gary, I think that in order to understand that 
partes ular trend we have to keep in mind what has happened to the 
Office of Defense Mobilization. As indicated, we have absorbed the 
NSRB and the Defense Production Administration in addition to the 
stockpiling functions of the Munitions Board. As we have absorbed, 
for example, the Defense Production Administration, we at the same 
time have been moving in the direction of placing much less emphasis 
on materials controls and other operations that were handled by the 
Defense Production Administration. Consequently we have been 
running fairly sharp reductions in force and those reductions in force 
have involved operating activities. As you reduce operating activities 
vou are bound to reduce people who are in the middle grades and also 
in the lower grades. As I have indicated, our objective so far as the 
Office of Defense Mobilization is concerned is to have an agency made 
up primarily of persons who do staff work for the Director and for the 
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President with operating responsibilities being assigned to the variou 
departments and agencies. This means that we will have more stafi 
pe opl in the uppel erTades In other words, we just do not need a ti 
ol people in the middle and lower brackets because the work thi 
would normally do we hope to have done by the departments an 
agencies themselves. As a result we are not asking for very man 
people in the middle and lower brackets. 

Mr. Gary. | was not speaking of the number of employees—I w: 
speaking about lower classifications and lower average salary. 

Mr. Fremminc. The number of emplovees in this particular in 
stance has a direct relationship to the type of employee we will lia, 
in the organization. In other words, with operations being handle 
out in the departments and agencies, we just do not need very man 
people in the middle and lower brackets. We do not need very man 
supporting personnel because the processing of cases, for example, i 
connection with the defense materials program will be handled in thi 
Department of Commerce. The only areas where we process cases 
is In this tax amortization area. I imagine that if we looked at th: 
particular area we would find a normal distribution of employees : 
between lower, middle and upper brackets, 

Mr. Gary. Do you know what the average salary is in other ce- 
partments generally throughout the Government? — 

Mr. Fremainc. No, I have not seen that recently; I used to | 
familiar with that but I do not have that figure. I am sure it is 
higher. 

(Discussion off the record.) 

Mr. FLEMMING. | realize that the average salary is high, and I am 
sure it would probably be right up at the top of the list as compared 
with the other departments. An agency in the Executive Office of 
the President, however, if it functions in the right way, is sure to 
call for a higher average salary, because the minute an agency in th 
Executive Office of the President begins acquiring a large number o 
supporting staff, then it is going to get in the way of other depart- 
ments and agencies, will duplicate the work of other departments and 
agencies, and then it will lose out so far as its effectiveness is con- 
cerned. By the same token, you have got to have in an office in th 
Executive Office of the President people of high enough caliber so 
they can exercise effective leadership among the other departments 
and agencies. But, let me say this: ] am not sure that when w 
have completed the process to which I have just referred, namely, 
the process of getting new work assignment sheets and the process 
of getting the Civil Service Commission over to preaudit the top 
jobs, with the understanding that when they have been preaudited 
we will take a look at all the other jobs that this average salary will 
stay up where it is at the present time. 

1 do think, however, that we do need to keep in mind the fact that 
unless the average salary is fairly high in an agency in the Executiv: 
Office of the President, you can look for trouble because it will mean 
there are a fairly large number of people in the middle and lowe: 
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brackets and there just should not be very many people in th: 
and lower brackets in this kind of an agency. 

Discussion off the record. 

Mr. Taser. Thank you very much, Mr. Flemming Mhis 
letes your presentation until this afternoon, as I understand? 


Mr. Fiemmrina. Yes, sir. I will be back this afternoon on 
Economie Stabilization Agency and for any other questions. 


THuRSDAY, JUNE 18, 1953 
DEPARTMENT OF THE INTERIOR 


WITNESSES 


ROBERT E. DAY, OFFICE OF THE SECRETARY 

DALE ROTHROCK, CHIEF, FISCAL SECTION 

SIDNEY LARSON, BUDGET OFFICER 

WILLIAM F. HAHMAN, DEPUTY ADMINISTRATOR, DEFENSE SOLID 
FUELS ADMINISTRATION 

GEORGE ENGLISH,POWER SUPPLY COORDINATOR 

J. ED WARREN, DEPUTY ADMINISTRATOR, PETROLEUM ADMINIS- 
TRATION FOR DEFENSE 

C. E. DAVIS, ASSOCIATE DEPUTY ADMINISTRATOR, PETROLEUM 
ADMINISTRATION FOR DEFENSE 

H. A. STEWART. ASSISTANT DEPUTY ADMINISTRATOR, PETRO- 
LEUM ADMINISTRATION FOR DEFENSE 


SALARIES AND Exprnsgs, Derenss Propucrion ACTIVITIES 


imounts available for obligation 


opriation or esti 


“Managem nto 
**Conservation 1 
Bureau of Mines’’ 


Adjusted appropriation or estimate 
Balance transferred from ‘Construction 
Bureau of Reclamation,’”’ pursuant to Pu 


Total available for obligation 


Unobligated balance, estimated savings 


Obligations incurred 
Comparative transfer to ‘Salaries 
Materials Procurement Agency”’ 


Total obligations 





ARIES AND EXPENSES, DEFENSE PropucTion Activities, INTERIOR 


Obligations by activities 


Actual, Estimate, Estimate, 
1953 1954 


DEFENSE Propuction Activities, INTERIOR 


Obligations by objects 


Estimate 1953 | Estimate, 1954 


10 
¥. GOO 


444, 042 nd, 41 

209, O19 23, 900 
1, 400 , 000 
79, 004 2, 690 

750 |. 

54, 670 6, 106 
29, 900 5, 300 
30, 000 

24, SYS 9, 400 
1, 660 100 
9, 817 3, 100 


2, 885, 000 25, 000 


SALARIES AND EXPENSES, DEFENSE PrRopucTION ACTIVITIES, INTERIOR 


Analysis of expenditures 


Estimate, 


Actual, 195 1954 


$467, 832 217, 832 
2 885, 000 5, 000 


942, 83 
92, 832 


135, 000 850, 000 


175, 000 640, 000 
460, 000 210, 000 


Mr. Taner. We will consider this morning a supplemental estimate 
of $725,000, contained in House Document No. 176, for the defense 
production activities of the Department of the Interior. Mr. Day, 
we are glad to have you with us. 
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Mr. Day. We are testifving on all of the defense production activi- 
es of defense agencies in the Department of the Interior, and | am 
member of the staff of the Secretary's Office. 
Taper. Have you a general statement? 
r. Day. Yes; | me a very brief one and if you would like it 
|, it can be done in about 4 minutes 


+” 


Taner. Will bo give us that statement 


GENERAL STATEMENT 


Mr. Day. The appropriation requested for defense production 
ctivities under the Jurisdict tion of the Secretary of the Interior is 
25,000 for the year ending June 30, 1954. This is about 76 percent 
ss than the $3,100,000 appropriated by the Congress for such activi- 
ics in the year ending June 30, 1953, and 75 percent lent than the 
stimated expenditures of $2.885.000 in that year. The average 
umber we all employees would drop proportionately from 389 in 
‘ 1953 to 95 in fiscal year 1954. 
he ay peta ition of $725,000 would provide funds for the Petro- 
im Administration for Defense, the Defense Solid Fuels Adminis- 
ation, a small staff unit in the office of the Assistant Secretary for 
‘>and Power Development to handle the residual functions of 
fense Electrie Power Administration which is being abolished 


1953, and a small unit in the Office of the Secretary to 
rovide general staff assistance to the Secretary and the Under 
cretary in connection with their defense responsibilities 

No funds are requested for continuation of the Defense Fisheries 
\dministration, for which funds were provided in the appropriation 
or fiscal year 1953, since the residual work of that agency will 

sorbed by the regular staff of the Kish and Wildlife Service and 

)FA is being abolished, effective June 30, 1953 

In his testimony before vour committee with respect 
quested appropriation for the Office of Defense Mobilization, 
lemming, Director of the ODM, has commented on the status of 
the defense mobilization program as a whole. He has described the 
haracter and magnitude of the work which remains to be done in 
order to attain and maintain the degree of mobilization readiness 
deemed necessary to the national security. He has also indicated 
ene rally the roles which the delegate agencies—such as those under 
the jurisdiction of the Secretary of the [nterior—will be expected to 

ican in the accomplishment of the vital tasks which lie ahead. 
Thus vou already have a picture of the total pattern, of which the 
operations of Interior’s defense agencies are parts. 

Officials of the Defense Solid Fuels Administration and the Pe- 
troleum Administration for Defense are here to present testimony 
concerning the programs of their respective agencies. 1 shall com- 

nent very briefly on the two small staffs previously mentioned—one 

n the office of the Assistant Secretary for Water and Power Develop- 
nent and one’in the Office of the Secretary. 

The $25,000 sought for the staff unit in the \ssistan Secretary's 
office handling the residual functions of the Defense Electric Power 
\dministration after June 30, 1953, would sieved for the services 
f 1 man and a clerk for | year and 1 man for 6 months. ‘This is 
considered to be the absolute minimum staff required to process 


a1 
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papers submitted by utilities under the defense materials system 
particularly those constructing a selected group of facilities to serv: 
installations of the Atomic Energy Commission; processing applica 
tions under established expansion goals for certificates of necessit 
for rapid tax amortization; and working on power supply and d 
fense mobilization problems which have heretofore been within th 
province of the Defense Electric Power Administration. Mr. Geor 
English, who will be one of the men carrying on this work, is hei 
and will be glad to answer questions pertaining to it. 

The staff facilities within the Office of the Secretary would co 
i with 13 on the defense rolls of th 
1e funds requested are in the amount « 
$55,000, as « ympared with estimated expenditures of $138,475 
defense production activities in the Office of the Secretary in fise: 
ve: 1953 The activities in which these staff members will b 
ngaged are si rth in some detail in the written justification sub 
mitted. Generally, 1 represent a continuation—on a modified 
basis to fit the nee is now foreseen—of the types of function 
related to the defense program which have been performed heretofor 

‘Tretarv. 


of 8S employees, compare 
4 
i 


office as of June 1, 1953. 


every other organizational unit in 
requested, the size of the staf! 
imum compatible with the present! 


iZation jobs which thes will be called upo 
ER OF PERSONNEL 


d additional personnel] to the 


DOS LO ad | 
imployees which the Interior Department ha 
this would be a substantial reduction 

personn ‘lor those engaged in defens 

the reduction would be from 389 engaged in this 
93 to 95 in the coming fiseal vear under th 
as compared with the appropriation of last 
ctivities. 
ot quite understand that You are asking fo 
additional money re; are you not? 


ay. No, si 


all of these programs in the supplementa 


Day. No, sir. The answer to that is, I think, that 
$3,100,000 appropriated last year was also in a supplemental, becaus 
ali of the def List bu loets ior all defense agencies were included in 
supplemental last year. So they were not in the regular appropria 
tion for the Department last vear and they are not included in this 
yeal 's regular appropriation bill. 


PRODUCTION FUNCTION OF INTERIOR 


in vour own words, briefly, just what ad 
res! ies or a reduction of responsibilities will accrue in th 
linterior Department and any branch of the Interior Department und: 


this request 
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Mr. Day. There will be no additions, sir. The responsibilities will 
remain the same, however, You see, these are delegate acencles 
of the Office of Defense Mobilization. 

Mr. Jensen. | understand that 


SONNEI 


Mr. Day. The jobs that have to be done in this defense 


related to the total defens program. so, the 


number of people and the s ‘ope oO} that job shou 


Vii have and what we Dave had, ana this Will 
In other words, we are reducing these stafis verv subst ally these 
taffs that have been working on defense activit 


Mr. JENSEN. You are consolidating a numbe oO! avencl s tocethe 
inder one head? You are abolishine the Defense Electric Powe 
\dministration? 


Mr. Day. Yes, sir, that is one which is being abolished and whereas 

i hs »h: 1 ¢ lar . 7 mber T . le i } 7 § reo \ if \ ll bh icy' ’ 
we have had a large number of peopte in that agen it will be down 
to an average of 2.5 people for the coming vear. \We are abolishing 
Defense Fisheries Administration and their residual functions, 

see them now for the vear ahead, will be taken care of by the 


regular staff of the Fish and Wildlife Service. In that case, it is a ver\ 

mall program and that can be handled So, there ar ome savin 

there. The ty ‘olng organizations which will carry on under the 
ve Inbhel which th eve he vill be the Defens yh} ‘uels Ad 


revi 
taal . hats 
Y GOW Very SUDSL 


] 


»aoilar requirements l 


1s to the programs which they see ahead and 
the remaining jobs that they have to do, the gentlemen who are here 


? { 


1 . ol 1} 
there 1s going >a tremendous drop in aokiar require 


] , 
can give vou a cooKd pictul , | n But tn Important thing is 
A , 


that, overal 


ments for all of these activities as compared with what they hav 


‘OMmMIitt 


financia 


in this request? 


Department? 
partment or is there er iN ( 

Mr ider this re 

3\ the coi 
will effect a 

duetion in dollars? 

May. Day. That is right, str, and there are some « 
visioned within these agenci hat are goimg on. ‘The Petroleum 
\dministration for Defense, however, would keep & ras an agency 


ier 1ts present label and so would the Defense Solid Fuels Admi 
stration In these other field they are trub ‘O} idatio und 


reductions 


Mr. Jensen. Did you say there would be 
On any agency of the Departme nt of the lt 





Mr. Day. That is correct, sir. 

Mr. Jensen. In other words, in effect, there will be a reduction? 

Mr. Day. Yes, sir. 

Mr JENSEN. There will be a decrease ol duties and responsibiliti ; 
within the Department of the Interior? 

Mir. Day. The responsibilities remain the same but the level 
activities is dropping. None of the functions which are accounted for 
here in these estimates are being passed on to other people excep 
that little segment which I mentioned in the ease of the Defen 
Fisheries Administration, where the regular staff of the Fish and Wik 
life Service will pick up the residual work that is left there, but that 
does not call for any additional personnel in the Fish and Wildlifi 
Service to do it 

Mr. Taser. It is rather difficult to understand why they cannot 
absorb these expenses except for the certifications relating to PAD 
Thev have to make certifications on cases and there might be a littl 
bit of activity there 

Mr. Jensen. I might say that the gentleman testified to the effect 
that there would be a decrease in financial responsibilities and duties 
of the Departn ent. 

Mr. Taper. I understand that 

Mr. Jensen. He also testified that this would effect a reduction in 
cost of operations. 

Mr. Taper. Of the regular activities? 

Mr. Jensen. Yes, sir: the regular activities. 

Mr. Day. No, sir: I did not mean to give that impression. 

Mr. Jensen. Did I not understand you to say this was going 
effect a savines—an overall savings? 

Mr. Day. It does very much, so far as these defense activities are 
concerned. 

Discussion off the record.) 

Mr. Day. We are here asking for funds for the activities which 
were included in a supplemental last year, and in that sense, sir, we 
are reducing from the $3,100,000 which we got on that supplement: 
last year for all of these activities to $725,000 which is a reduction of 
76 percent. That is why I say we are definitely saving money, bu 
these are and must be considered separate from the activities in th 
regular bureaus and offices of the Department. 

Discussion off the record.) 


Activities OF PETROLEUM ADMINISTRATION FOR DEFENSE 


Mr. Taser. The thing I want to know is just what functions ar 
going to be left in your Department. As I understand it the onl 
thing with reference to petroleum is what is involved in the certifica 
tions that are made in connection with the amortization schedules 
is that right? 

Mr. Day. It is substantially broader than that, Mr. Taber. Mz 
Warren who is the Deputy Administrator of the’ Petroleum Adminis 
tration for Defense is in the best position to give you that picture. 

Mr. Taner. If there is anything like that I would like to know 
what it is. 

Mr. Warren. We have several activities that will be continued. 





One of them is our planning activity with the military and its 
yrocurement of aviation gasoline products for the military. 

| might say that in the appropriations here we will have also 21 
en from industry without compensation. 


PERSONNEL IN PAD 


Mr. Taper. You have 32 housekeeping positions in PAD, including 
Public Information, the General Counsel and Legal Division, 5; 
Special Assistant to the Deputy Administrator, 4; and an Assistant 
o the De ‘puty Administrator, 14 positions at $81,000, and 6 deputy 
ositions totaling $42,000. Why do you need any such stalf? 

Mr. Warren. Well, I might say that we have been reducing our 
aff, based on our judgment of the remaining functions that we have 

thin the agency. The petroleum industry itself is so varied in its 
various functions from production to refining and to transportation, 

-_ also there are wth of these people who are industry people 

ho hs ave been brought in here without compe nsation. 

“yl Taber. The payroll does not look like it. 

Mr. Warren. We have 21 people in our estimate without compen- 
sation whose services at the equivalent of Government grades would 
mount to $241,800. 

Mr. Taper. In the Office of the Administrator? 

Mr. WarreEN. In the PAD organization as a whole. 

Mr. Taner. You have actually 32 positions with a salary of 
$211,990 for the housekee ping rend of it, and 45 other positions. Your 
tal requirement is $52 000 for salaries, and you have 21l-odd 
people who are without compensation. 

Mr. WARREN. Yes. 

Mr. Taser. That means that you have overall 98 positions 

fr. WarrEN. That is right. 

Mr. Taper. I cannot understand why you need so many people 
would be glad to hear you on that. 

Mr. Warren. I want to tell you first that I am in PAD until 
uly 1, and one of my associates, Mr. Davis also, and we are then going 
back to industry. 

Mr. Taser. What I am trying to find out is what these people have 
todo? If I cannot find out 1 cannot see how I would be in a position 
to go out on the floor and justify an appropriation. 

Mr. Warren. First, we are a defense-supporting agency. 

Mr. Taper. But what do they have to do? 

Mr. Warren. I can enumerate the various things that we do 
For instance, in the Program Division we do wartime planning for 
the National Security Council on the availability of petroleum, and 
| might say this, that in the Korean effort, and also in World War II 

percent of the logistic tonnage was petroleum, and we work very 
closely in liaison with the military to secure their requirements in the 
way of aviation gasoline and various other products, like jet fuel. In 
order to meet these problems, we draw in industry speci: cists to staff 
the PAD organization. 

Then, we have, of course, the certification of accelerated tax amor- 
tization which you brought out. 
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Then we have within this the consolidation of the Oil and Gas 
Division which was a liaison agency established after World War I] 
between industry and the Department of the Interior. 

Function by function I could go through them and tell you what 
we have to do, what the jobs are that remain 

I might say this, that last year in our operation we curtailed as ws 
saw the need of curtailment in relation to our operation. 

| have a chart here showing how our staff was reduced during thx 
last year, and we still have that in mind, as far as the vear coming 
is concerned; but the staff we have remaining here and the organiza 
based on our judgment of the need today to tak: 
{ e responsibilities un : e National Defense Act. 


pri Dal functions and tell this 


: os ea 
tion of the staff is 
, 
} 


what vou do to justify the existence ol 


liake the Program Division, for example. Thi 

the facts and figures concerning the 

bility of petroleum products, and in 

es, or estimates are civen to us by th 

ic needs, and we make top-secret studies 

are presented to the National Security Council by the Program 
Division we have 12 people 

In the finine Division, aviation gasoline has been in continuin 

rtage since Korea. We work with the military in precuring 

aviation gasoline, and we keep a group of industrial specialists in 


1 


there working on those problems. 
Mr. ANp»eRSEN. On that point, for example, does not the military 


| 
have its own procurement department relative to aviation gasoline’ 
Mr. Warren. They have their own procurement department, but 
they work in liaison with us in order to gel these things. 
Mr. ANDreRSEN. I am trying to find out just what you do that they 
cannot do in relation to procurement. Let us be specific. 


AVIATION GASOLINE 


Mr. Warren. I would like to have Mr. Davis, who is Associate 
Deputy Administrator, talk on aviation gasoline. 

Mr. Davis. Ever since Korea aviation gasoline has been so very, 
very short in supply, with the normal production of aviation gasoline 
far from adequate to supply the military requirements and keep our 
commercial planes in operation. PAD has generated additional pro- 
duction by various means that the military would not have availabl 
to them, by the expert knowledge of the staff of PAD, which was 
recruited from industry, and they have been able to generate addi- 
tional production that would not come from normal productive 
sources. The reason the military could not buy it was because it 
was not available to buy until special steps for production were made 
with industry to encourage them to make additional production. 
That represents almost 25 percent of the total production of aviation 
gasoline. 

Mr. ANpersEN. Mr. Davis, to a man who is not in the industry 
that whole argument is rather nebulous. In the first place, if you get 
a sufficient price for the product will not that, in itself, secure the 
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necessary production? You say you are able to do something beyond 
hat? 

Mr. Davis. Yes. 

Mr. ANDERSEN. Just what can you do beyond that? 

Mr. Davis. The production of aviation gasoline, of course, is an 
conomic problem. 

To answer your question specifically, if the price were high enough 
nd the military were willing to pay, and would pay, they would 
enerate a large amount of aviation gasoline that not normally 
yrroduced, but it would take a very high price in many cases to do that 

Now, what PAD does in that direction is to bring these various bits 
nd pieces together to make the finished total production available to 
the Military at a price that is reasonable. 

Now, the efforts of this group have saved the military a tremendous 
mount of money and will continue to do so by making it possible 
om their knowledge of all of the manufacturing procedures and the 
vailability of the components to bring together the marginal in- 
remental parts of the total production that would not be brought 
ogether ordinarily. 

It takes time to explain this because it is a very complex produc- 
ve field 


To give you an example, aviation gasoline has its principal com- 


ponent in alkylate, which is a synthetic product made from light 
I vdrocarbons. 

This component is the key to the volume of total production of 
iviation gasoline. There are some other components that enter to 
lake up the finished production. This alkvlate is produced in plants 
throughout the United States. Some of these plants have facilities 
for the production of aviation gasoline, and some have facilities 
only for alkylate. 

Mr. Taner. Is alkylate a derivative from petroleum? 

.. Davis. Yes, sir. 

Taper. Is it something that is added to the gas from outside? 

* Davis. No; it can only be made from petroleum, and it has 


been made from petroleum ever since the octane number went up 


substantially in aviation gasoline some 15 or 20 years ago. 
Now, this staff in PAD know where alkylate can be produced, and 


thev know the feed stocks which have to be used to make the finished 


) 


product, and they bring in those feed stocks by arrangement with the 
companies making alkylate and then get the alkvlate to the place 

here it can be blended with the components to make the finished 
aviation gasoline. 

That requires negotiation and contact with the individual com- 
panies and arrangements for the intercompany movements on thos 
feed stocks and components in order to come out with the maximum 
casoline. 


production of aviation 

At the present time approximately 50,000 barrels a day of aviation 
asoline for the military are being made through those methods 

Without that work by PAD the military are not staffed by either 
the number of pe ople or the technical 
lo not know the field of production. They are buyers in the stric 
sense of the word. They know what they can buy, and the price they 
can pay, but they are not technologists, and they do not know how to 
generate this marginal production. 


competence to ao the job hey 





326 


Without our efforts the production of aviation gasoline, which ha 
been continually short, and remains short today, would be substa: 
tially less than it is now. 

Does that explain it? 

Mr. ANpeRsEN. I think that is sufficient 

Mr. Warren. I might say that some of the aviation gasoline pr 
duced during the war cost as much as $1 a gallon, and even now son 
of the prices are almost double what the commercial airlines or eve! 
the military had to pay to get normal production. 

Mr. Jensen. How do you get these people to produce high-octan 
cas? 

Mr. Davis. In the first place we know the technical facts that 
make it possible to make production, and we know the component 
of it, and what the reasonable values of the components are, and they 
are willing to cooperate with the Petroleum Administration for Defens 
which they recognize as an agency which is fair in dealing with then 
and dealing with the Government, and they are therefore willing to 
make these sales to the military on the basis of negotiated valu 
through the assistance of PAD to the military. 

Mr. Jensen. Mr. Davis, I wonder if you would tell the committe 
about your background? How long have you been in the Govern 
ment: 

Mr. Davis. I will have been in the Government for 23 months at 
the end of this month 

Mr. Jensen. You come from what industry? 

Mr. Davis. From the petroleum industry where I have been fo 
o0 years. 


Mr. Jensen. I thought you must have because you gave a good 


and clear explanation of this matter. 

Mr. Davis. Thank you. I have been in the refining business 
ov years also. 

Mr. Warren. I might say that Mr. Davis is one of the experts 
on aviation gasoline. He returns to his job as vice president of 


l 


Shell early in July. 


\ 


GENERAL STATEMENT ON 1954 BUDGET OF THE PETROLEUM 
ADMINISTRATION FOR DEFENSE 


I have a prepared statement I would like to insert in the record at 
this point 


EMENT OF J. ED WARREN, DEPI ADMINISTRATOR, PETROLEUM ADMINISTRA 


FoR Dt NSE, ON THE 1954 Bup ESTIMATES FOR THE PETROLEt 
MINISTRATION FOR 


a budget request of $585,000 
fense through the fiscal year 195 
rall justification for the agency and detaile 
offices and divisions. ‘This statement is a summar 


tration for Defense, established October 3, 1950 
ybilization responsibilities with respect to petroleu: 
ns the Defense Production Act of 1950 (Pub! 
ended The Secretary of the Interior was assign¢ 
Executive orders and delegations thereunder. TT} 

r is the Petroleum Administrator and the activities ar 
\dministrator. The organization is patterned after tl 

tion for War, modified to fit added responsibilities of PAD 
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| to identify areas of actual or potential deficiency 
natural gas, transportation facilities, refining « 
if d products by quantity, type, and place I 
» and encourage actions to prevent or allevia 


close collaboration with the militar 
f the National Security Council. 
carried on in the international sphere und 
Treaty Organization. The executives 
im planning work of NATO and provi 
din NATO petroleum planning 
D is looked to for advice and consultati 
r agencies of Government. These in ‘lu 
lobilization, the State Department, t 
rity Agency, Department of Commer 
Defense Transport Administration 


fense maintains liaison 
rstat ( } Commi 
industries through t 


special technical advisory committe 


juestions. PAI 


en petroleum products, carried on 


) also s iper\ ises 


» and its subcommittees under the vohu 
of petroleum for the friendly foreign natior 
Defense staff reached a maximum number 
line ith the PAD policy to maintain o 
rkload requirements the staff was graduall 


1953. Further reductions in April and Ma 
first of June. It is now proposed to reduce tl 


| of 96 emplovee 3. 79 of whom will be classif 


aff will be able to discharge fully the respons 
Administration for Defense but capable « 
needs aris 


ACTIVITIES OF THE Souip FuELS ADMINISTRATION 


Kenron. What do you have to do in connection with the Soli 
Fuels Administration? 

Mr. Hanuman. I would like to speak on that. My name is William 
KF. Hahman. | am Deputy Administrator of the Defense Solid Fuels 
Administration 

We have two programs which are still uncompleted. One is to 
increase coke capacity to keep up with the increased needs of the steel 

The other is the expansion of coal production in the Territory of 
Alaska to meet our military requirements. 

We have been building coke ovens ever since the start of this pro- 
gram, but they are building a lot of blast furnaces and in order to 
keep pace with the continually expanding blast-furnace construction 
program we have built a lot of coke ovens, but we are still 4 million 
tons short of the goal. 

As recently as April 9 the Office of Defense Mobilization indicated 
a need for increasing the coke goal another 1,800,000 tons, to provide 


é xpansion program. 


another 2 million tons of pig iron. 

Nine-tenths of a ton of coke is required for each ton of pig iron 
produced. As they increase pig iron production we have a corre 
sponding increased need for coke. 

The commercial coke oven, which we call the byproduct type oven, 
ig a complex structure built out of refractory brick with flues on each 
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side by which the coal is heated in an enclosed space or oven. We 
can build about 1,300 of those each year 

At the start of this program we were faced with a great deal of 
obsolescence of the existing coke ovens. When they began to increase 
capacity to meet the rising ere demand many of these old ovens 
failed and the supply of materials available to build new ovens had 
to be used as well in this rebuik in ¢ program, particularly the supply 
of silica brick. 

We are building all of the ovens that can be built, and our program is 
moving along well but we are still quite a little distance from accom- 


it 
plishing our goal. At no time have we been at a point where steel 
production has been hampered, because we have kept pace with the 
last furnace coustruction program. There are still blast furnaces 
ing built that will come into production which will require additional 
ke capacity to keep them operating. 


Mr. Fenron. Just how do you coordinate your plans with the 
Jureau of Mines? 

Mr. Hanuman. The Bureau ef Mines supplies us with such technical 
data as we need on coal and coke production. We have no staff io do 
the sort of work which we can have done for us by the Bureau of 
Mines. We have always isdked to them as our economic arm to serve 
is with the statistics which we need. We are confined to a staff of 
technologist s witha knowledge of coal production coke oven operation 
rather than the economics end of the problem. 

Mr. Taner. How many people do you have? 

Hanuman. At the present time as of June 15, we had 26. We 
ontemplate reducing that roll to eight people. We have gradually 
been reducing. We started off on July 1 with 59 regular employees, 
7 WOC, and that number has been reduced by 3 reductions in force 
and a fourth reduction is in progress. 

Mr. Fenron. Just how do you function? 

Mr. Hanuman. Let me put it this way, the need for expanding the 
productive CAUpacicy for coke, or the reason {fo it, meet the 
otal requirements of the steel makers. 

Byproduct cc ke is produced from three essential sources. We 
have the integrated steel plant which makes coke for itself, and con- 
sumes it in its blast furnaces. The merchant coke producer, who 
may use some coke to operate a blast furnace, but also sells coke to 

ther steel companies, foundries, and for industrial use. 

Then there is another source which is the utility plants. Their 
main business is supplying gas for fuel to metropolitan areas and 
listricts, and the coke is a product which they have continuously 
available for sale as a result of extracting the gas from the coal for 
listribution and use in the city. 

As we have gone into this program of coke supply we have been 
faced with decreasing reliance on the utility plants for coke. In the 
last few years quite a few of them have gone out of business because 
natural gas has become available for utility use. 

Jack of this is the reserve supply of coke from the behive coke 
vens. 

The steel ind istry never develops its coke capacity to 
percent of its requirements, because you cannot maintain a coke 
oven in standby condition. It has to be continuously operated 
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uild a capacity of the ovens which will 
ie requirements, and then pick up the balance 


‘rom other sources, particularly from the opera 


I ~ ; 
apout sos nercen 1 1 
i 


t 


of their requirements 
tion of the beehive ovens 

We have thousands of these beehive ovens in western Pennsylvania 
When the coke demand exceeds the existing supply these ovens com: 

operation They are limited in their total contribution to thi 
picture by the availability of proper _quality coal. They ca 
from 5 million tons to 7 million tons of annual 

the steel production voes down the beehive ovens 

icals or other bvprod icts, close down. Ther 

1 demand and go out when the demand foi 

Moore specificaily as to what we do in encouraging ~ construction 
f ovens, nearly all of the steel companies have applied for tax amorti- 

tion certificates on the construction of oven facilities. 

We process these applications for coke ovens as well as applications 
for the production of satisfactory metallurgical coal with which to 
make the coke Not all coal makes good coke. It must be a coal 
with certain characteristics such as low sulfur and ash. Our problem 
e amount of coal needed and the 
ovens required to assure the availability of coke in that area. Pointing 
out how important this is, for many months coke has been shipped 
from as far as Massachusetts to points in Ohio because ¢ oking facilities 
in the Ohio area are not adequate to assure a readily available supply 
of coke. 

Mr. Fenton. In other words, you allocate the amount of coking 
coal that may be used? 

Mr. Hanuman. We only make sure the actual quantities needed are 
available. We do not make any distribution of it. 

The program which we contemplate for fiscal 1954 will require an 
organization of eight people which we think is the minimum we can 
get along with on present indicated workload, but if we find that 
that workload drops off we will, as we have in the past, reduce the 
number of the staff as rapidly as we can. 


P ] . 1 1 
is one of deciding, regionally, th 
} 


GENERAL STATEMENT ON 1954 BUDGET 


| have a statement which I would like to submit f 


for the record. 


INT OF WitutAmM F. HAnMAN, Deprry ADMINISTRATOR, DEFENSE SOLII 
FuELS ADMINISTRATION 


The Defense Soli ‘ue Administration — made substantial progress in 
assuring the expansion of the Nation’s metallurgical coal and coke capacities to 
the levels require d to meet mobilization ioe However, considerable work 
remains to be completed. ‘This is notably the case with respect to increasing 
coke capacity in kee ping with the augmented needs of the ste el-expansion program, 
and expanding coal output in the Territory of Alaska to meet the rapidly growing 
re irements of military installations. 

The importance of the task remaining to be completed with respect to thi 

pansion of coke capaci was underlined just a few months ago by the Office of 
Defense Mobilization when it revised the byproduct coke capacity goal fron 
84 000.000 tons to 85.800.000 tons. This new goal constitutes an increase of 
11,800,000 tons over the capacitv at the start of the defense buildi up. We do not 
believe that the re red capacity can be reached—even if the vigorous building 

rogram of the coke industry continues to be pressed—before the new target 
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late of January 1, 1955. And attaining the goal will require continued careful 
ind selective use of financial incentives, as authorized by Congress 
\ithough the needs of the coke oven-¢c ynstruction program for materials will 
reach a peak in the next few months, it is believed that nearly all of these require- 
ents can be met by the industry without priority or allocations assistance 
» single notable exception now foreseen is nickel stainless steel, which is 
n short supply. It is expected that these needs will be met in the third quarter 
yy special allocations as provided by the limited priority assistance progran 
lated to go into effect on July 1 
The DSFA’s program responsibilities with respect to expanding metallurgical 
al capacity in the United States are expected to be largely completed in the 
xt year. The new expansion goal about 140,000,000 tons is expected to be 
ached without great difficulty on a national basis, although some special regional 
ipply problems may continue to require attention. 
Coal production must be expanded in the Territory of Alaska because of the 
harp rise in the requirements of the military, principally for heating and power 
‘ration at airbases, in that region. If the required 90 percent increase it 
Alaskan coal output is to be achieved, the continued use of financial incentives 
to expand capacity will be necessavy. Some “spot’’ priority assistance to assure 
lelivery of needed materials and equipment may also be required 
sy utilizing the personnel available who have both direct and current experience 
ith the problems involved, it is believed that the DSFA’s continuing program 
responsibilities can be carried out by a small staff. The funds requested do not 
cover any staff services that can be supplied by other personnel in the Department 
f the Interior The budget request for fiscal year 1954 also makes no provision 
for emergency developments. It assumes that international tensions will not 
nerease, material supplies will be generally adequate, and that the coal suppl 
vill not be interrupted by an extended work stoppage 
The DSFA request for funds is, therefore, a minimum request. It reflects the 


firm belief of the Administrator that a Government agency sl be operated 


rene 


+} a Nr 
tha L | 
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vith this eonvietion, the SKA a 


orkload has declined During the fiscal vear 1953, three re 


Ce l iil 


<1 and a fourth is now in progress. Congr 
$333,250 for DSFA for fiseal year 1953. 
year 1954 constitutes a reduction in this am 

The DSFA request for the fiscal vear 1954 is, w . 
bottom estimate of the funds necessary to carry out the vit netic assuring 
mobilization readiness of the solid fuels indusrty which hay en authorized by 
Congress in extending title I and title III of the Defense Production - t of 1950, 
as amended. 

PERSONNEL NEEDS 

Mr. Davis. First of all I think that we should have said that com- 
mendable progress has been made in reducing this estimate compared 
to what it was last vear, of course that does not mean that more might 
not have been done. 

For instance, in the Secretary’s office, I notice out of 8 people 3 
of them are to be economists. With this decreasing activity what 
are three people like that going to do? 

Mr. Day. I think that, ‘‘economists,”’ referring to those three, was 
a label of convenience more than function. 

I think I might review this briefly, which I did not do m my pre- 
pared statement. The functions of that office you will find startin: 
on page 7 concerning this defense production unit in the Technica 
Review Staff. 

The Secretary of the Interior is a member of the Defense Mobiliza- 
tion Board, and ever since he has been here, he has been meeting 
personally with them. Every week there is an agenda having to do 
with very important and serious questions in the defense area 

Those principally involve considerations of programs of the defense 


, 
] 
i 


agencies, and he needs to be briefed, of course, so that he knows what 
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t eis on those _ Sometimes th " involve prob lems in relation to 
ul als and mine ils supply. Of course, the Bureau of Mines i Is a 
source oj basic ini form ation on that. If they are taking up stockpiling 
he needs to be informed on the statistical or economic considerations 


} 7 1 lx } 
whic Are Involved 


he scor 
I 
' 


I 
I 
rr? ? 

1 met 


There are a number of interdepartmental groups which deal with 
thines of mutual interest in the defense program, among them the 
Industrial Evaluation Poard and others in which the staff has to 
participate. 

(Discussion off the record.) 

Mr. Day. We do not have aon the load of orders being issued by 
the NPA, of course, that we did earlier, ou they are being ame nded 
and revoked, and standby orders are by ing built up so that if we do 
eo into an emergency, they could be issued again. So we have a 
person who sits on the NPA Order Clearance Committee and works 
with our own agencies which also have to rig up such orders for standby 
purposes. There a none in effect now insofar as our agencies are 
con erned ; | [ mean there are no orders of NPA like those which earlier 

MRO” repair, maintenance, and operating supplies—for 
1e purview of our agencies. 

‘e have had a substantial piece of work of an economic nature in 
connection with mobilization readiness planning studies. It is 
something which each of the agencies that testified here this morning 
has been engaged in. However, in laying out studies and determining 
factors that have to be taken into account, there is need for liaison 
with the staff of the Office of Defense Mobilization and that would 
probably continue. 

We have regularly the problem of marshaling facts and data from 
our agencies in connection with the reports which the Director of the 
Office of Defense Mobilization makes to the President quarterly and 
also of assembling reports which come to the Joint Congressional 
ee on Defense Production monthly. This is quite a little 
package that comes up regularly. Of course, the staff works with the 
agencies on these, but it takes staff time to do the job. 

Also, included in that group, aside from these three persons you 

nentione <1 who would be of professional grade, we have one attorney 

‘ron the staff of the Solicitor’s Office and a secretary for him. 

legal service not only to this group in the Secretary’s Office, 

so such service as would be required by all of the agencies in 

defense work there except the Petroleum Administration for Defense. 

It would take care of Solid Fuels, and also any legal questions in 
connection with the PAD operations. 


INFORMATION PROGRAM 


Mr. Davis. I should think your information program would be a 
comparatively minor operation at this late date, as I would think 
that everybody in the industry you have to deal with would be pretty 
well educated by now. Yet you have a GS-15 serving as Director 
which seems to be the same as it was when you had a very greatly 
expanded operation. You also have a visual information specialist. 
It does not seem to require special ability to compile graphs, charts 
and similar materials. Even the secretary seems to be a $5,000 person. 

Mr. Day. That is in the Petroleum Administration for Defense. 





Mr. Davis. Yes. 

\ir. Warren. We have in this division reduced that staff by two 
people. I might say that in the petroleum industry there are about 
14,000 different businesses involved in all of its various segments. 

We have followed the policy of living in a goldfish bow! and tried 
o get everything we can out to the industry on what we were doing, 
seeking their cooperation in getting things done. 

Now we still have one man on there. He is engaged right now in 
bringing in all of the mformation that has been worked up, so this 
nformation could be available in the future, besides carrying on his 
regular functions. 

It may be that a little further down the line that could be dispensed 

ith. 

We had 5 people ia there, and have reduced the number to 3. 

As to the one who is working on the visual information, she prepares 

We have had to appear before the Congress several times 
egarding the whole development picture and before the Defense 
Mobilization Board, and there are various contacts that we have with 
he industry through the National Petroleum Council, and we keep 
these charts on the supply and demand of the various products by 
arious areas throughout the world, and that constitutes most of that 
type of work. 
' Mr. Davis. Do you consider that a full-time job? 

Mr. Warren. it has been a full-time job, yes, sir. As a matter of 
act, in some cases we have had to go to another Interior Department 

rency for added assistance. 


AVERAGE GRADE AND SALARY 


Mr. Gary. I notice by referring to page 3 of the green sheets that 
your average salary in 1953 was $6,027, and your average salary 
1954 will be $7,020, an increase of nearly $1,000, and the aver: 
erade is increased from GS-8.8 to GS-10. 

Can you tell us the reason for that increase in average salary 
the increase in grade? 

Mr. Day. I think one of the major factors there probably is that 
n the early stages here when we had allocations all across the board 
for copper, steel, and aluminum we were operating under the controlled 
materials plan and we had to have facilities for possible allotments 
quarterly to every producer in each of these industries. 

Now, naturally, that kind of an operation or that kind of a mass 
paper processing job requires the need for the people in the cle 
erades, and a lot of stenographic and typing help, and so forth. 

When the controlled materials plan was discontinued because the 
supplies of those materials had increased to the point where it could be 
liscontinued there were reductions made. There have been major 
reductions in these materials divisions, in the Petroleum Admunistra- 
tion for Defense, the Defense Solid Fuels Administration, and the 
Defense Electric Power Administration. The big drop would be in 
the lower grades, secretarial and clerical help. ‘T skilled technical 
help that vou need, as Mr. Warren, Mr. Davis, and Mr. Hahman 
testified about, these remaining jobs still are handled by people in the 
upper grades. I think, Mr. Gary, that is probably the major reason 
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for that. There has been no stepping up of grades, of the peop 
who were in jobs. It has not been due to that, I am sure. 

Mr. Gary. Has it been because of the creation of new jobs wit! 
higher classifications? 


Mr. Day. Not with the staff units with which I am familiar, sir. 


Mr. Warren. The reduction of the PAD staff resulted in a large: 


proportionate reduction of people in the lower grades than there wer 
in the higher grades because of the remaining responsibilities. W, 
had a larger reduction of people at the clerical level in staff curtail 
ments rather than that of the upgrading of those people who remain 
on the staff. 
Mr. Gary. Has there been all of that difference between 1953, t] 
fis year 1953 which is not vet over, and fiscal vear 1954? 
Ir. WarrEN. What is the difference in PAD? 

Mr. Gary. Off the record. 
Discussion off the record. 
Ir. Warren. You were reading from the figures here a 195 
average of $6,198. It is now $6,761 in the Petroleum Agency. 

Mr. Gary. In the Petroleum Agency? 

Mr. Warren. That is right 

Mr. GARY. As distinguishe d from the entire agency. 


Mr. Warren. That is right; of all the agencies. I might say 


\ 
.¥ 


] 


little different Setup. The Secretary of the 


‘um Administrator. We have a Separate organ 
to him directly. 


FOREIG -ETROLEUM DIVISION 


Mr. Jensen. Just how do you operate and perform your servict 
the Foreign Petroleum Division? 

Mr. WARREN We have or have had under the Defense Productio: 
Act the responsil lit of the free wor]d with regard to the petroleut 


> 


7 
hh 


Y 


def se enort. There is quite a lot of petroleum secured for ‘th 


defense effort in foreign areas. Previously, of course, we had _ th: 


Iranian crisis, which jeopardized the petroleum supply situation i 
the entire free world. 


Right now we have a voluntary committee set up under a voluntars 


agreement, Which was requested by the Secretary of Interior; and th 
secretary of Def nse, ‘retary Wilson; to consider the aviation 
£ isoline situation, because 85 percent of all the aviation gasoline lI 
the world is made in the United States. Export quotas for ave: 
¢ 


are recommended on the basis of these studies of this product in orde 


that there will not be excesses shipped out of the United States wher 
; 


! 
oa? 
we are short here in our own country. We have this foreign supp! 


voluntarv committee which meets in New York, supervised by oul 
foreign branch of PAD. Then we make studies of refining capacity 


over the free world, prod iction, and the availability of productio! 


This statistical information is available and used in strategic stud! 
pertinent to the defense effort. 
‘I hen ais 1 tl ioreign bri 
far as petroleum is concerned in the NATO organization. The As 
sistant Deput dministrator is a member of the Petroleum Plani 
stant Wel Lait l [ i Cl i Ul ( ( I Plain 
Committee of NATO, and our Program Director is Chairman of th 


inch we epresent the Government 


NATO Working Committee on Petroleum Planning. 





>) 
od 
OFFICIALS FROM INDI 


Mr. JeNseEN. Are most of the top offices 
from industry? 
Mr. Warren. I would say most of them ar 
Mr. Jensen. Are they on a permanent status 
loan status from their companies? 
Mr. WARREN. Many of them are on a loan status without com 
p nsation. 
We have attempted to bring them } and have repre 
from all segments of industry —for a 
ives them a terminal date they can 
10 far we have had over 200 such 
Mr. Jensen. How about yourself 
Mr. Warren. | am an industry man 
produce hh ‘Texas 
Mr. Jk NSEN. Hlow long have you heen here 
Mr. WARREN | will be here 15 months on 
] am returning then. 


} 
I 


DUPLICATION OF FUNCTIONS 


your opinion, would you say there is any 
agencies of Government in your department 
\s No Si That Is one thing tha Wwe have ber 
rv careful about, that we keep within the PAD—and tI 
and Defense Department recognize oy as many o 
troleun problems as we could Of course ’ » relation 
ships with MSA, for example, and the State Department and the 


ary and various other agencies on certain problems, bul there is 


any particular duplication ol effort between other age 
WOrk. 
SEN Thank you 
nN. Thank you, Mr. Day, and you gentlemen for your 


rood presentation 
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Mr. ANDERSEN. We have before us the Defense ‘Transport 
ministration. From House Document No, 176 1 note you are requ 
ng $500,000. The language of that document will be inserted at 
this point. 

The matter referred to follows 


DEFENSE TRANSPORT [ADMINISTRATION] Ac: 
AND EXPENSES 


‘essary [for the Defense Transport 
( é ) Ale fo fhe 3 pert ’ 
omni é LY 5 n, lo ( i { ’ lelegalec lo nm unde 
Production . 1 GSE ts amended. ine ig expenses of attendance a 
g erned with the purposes of this appropriation, [[$2,200,000: ) 
Chat this appropriation shall be available for not to exceed four contract 


emporary or intermittent services as authorized by section 15 of the Act of 
\ ist 2, 1946 (5 U. 8. C. 55a) which may be renewed annually] $500,000. 


Mr. ANDERSEN. Mr. Knudson, we are glad to have from you any 
general statement you would care to make. 

Mr. Knupson. Mr. Chairman, I would like to introduce my asso- 
ciates. I have Deputy Administrator Homer King in back of me 
here. I have Mr. Francis Silver, our General Counsel, and Mr 
Barker, our Administrative Officer, also with me, 


GENERAL STATEMENT 


Now, if it pleases the committee I should like to Say we have some 
written submissions which we will offer in the usual way for the guid- 
ance of your staff. Because of the limitations of your time and your 
desire, I understand, to make this brief, | would like to make just a 


forthright statement of what we intend to do with the money we may 
get, and let some of the details we have handed to you in writing fill 
in for anything I do not say, in addition to some questions which you 
might want to ask me. 

Mr. ANDERSEN. Let us consider your general statement as inserted 
in the record, and you touch on the highlights now. 

Mr. Knupson. Thank you, sir. I would like to do that. 

(The statement is as follows:) 


JAMES K. KNupDSON, ADMINISTRATOR, DEFENSE TRANSPORT 
ADMINISTRATION 


My name is James K. Knudson. I am a member of the Interstate Commerce 

Commission, and, as the Commissioner in administrative charge of the C 
’s Bureau of Service, | am ex officio the Administrator of the Defense 

Administration 

As has been previously indicated to you in earlier testimony, I, as the particular 
ommissioner above referred to, am a delegate of the President in the performance 
f certain functions which the President is authorized to exercise under the provi 
sions of the Defense Production Act of 1950, as amended To facilitate the 
performance of the functions and exercise of the powers vested in me as said 
Commissioner, I established the Defense Transport Administration on October 4, 
1950 This was done under authority of Executive Order 10161 and the Defense 
Production Act of 1950 

In presenting this statement to this subcommittee, I am proceeding on 
assumption that the existing delegations of authority to the Commissio 
idministrative charge of the Bureau of Service will be continued except 
as the amendments to the Defense Production Act of 1950, as passed at 
session, render any existing delegations unnecessary or inoperative Moreover, 


in the light of Dr. Flemming’s testimony as to the policy of the Office of Defense 
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nployees and 173 working fund employees, for a combined total of 309 
ees. On the basis of the estimate for 1954, there will be 35 DTA classified 
and 30 working fund employees, for a combined total of 65 employees 

:d to my submission to this committee a proposed organizatior 
to be compared with the existing one, it would be noted 

jiscontinuance of all divisions and two staff offices 
» assistant and the information officer. The workload 
l § 1 tax and defense loan activities will be handled by a 

mn and defense loans group. Work of the other discontinued diy 
cept Railroad Transport, will be handled by a small group of mobiliza- 
transportation specialists. I expect to use the [CC Bureau of Service 
Washington level to provide me some of the assistance previously furnished 
all T ort. Division Chis minimum staff is considered to be of 

m the following standpoints: (1) maintianing the identit 

areas of interest and responsibility in the domestic tra 

viding salient, indentifiable points of contact for ea 

here may be no misconception as to DTA’s regard fo 

importance; (3) insuring that all problems in a give 

h they may become few and scattered, will continu 
tten ‘j in the several fields of responsi 

itv; a Insurin ‘oOmpet ecis 7 identifiable, and continued par 
‘ipation in requisite interagency activities, including those established by Ex- 

ve order in the fields of ! ¢ and storage and port utilization. 


FORMULATION OF 1954 BUDGET 


Mr. Knupson. First of all, I want to point out to this committee 
that we, in supervising the mobilization enterprise of transportation, 
have had to make certain basic assumptions. When we went to thi 
Bureau of the Budget for the appropriations in support of next year’s 
activities we were asked to make assumptions. They provided us 
with ho guideposts whatsoever. We postulated a continuance of 
the present world tensions about the same as they are. I do not 
think we made enough allowance for the possibility of peace in Korea 
and a settling back of some of the other world tensions. Conse 
quently, we asked for $1.6 million. 

Now, most of that was in support of the Interstate Commerce 
Commission offices through which the Defense Transport Adminis- 
tration works. I should like to define that relationship briefly. 

he Defense Transport Administration did not establish any field 
offices. The old Office of Defense Transportation, run during the 
war, had 5,000 people. We thought we would not need anything 
like that; so we utilized the field offices of the Interstate Commerce 
Commission and are still doing so. In order to make sure that par- 
ticularly the freight traffic of the country could be kept rolling through 
1954, we did provide in our request of $1.6 million to the Bureau of 
the Budget for, I think, roughly about $1 million in support of the 
DTA activities carried on through ICC field office. 

Now the Bureau of the Budget, of course, has, in its wisdom—and 
J am here to support the administration’s determinations, pointing 
out to you what the danger zones may be—seen fit to eut the total 
back to $500,000. 


ry 


PROBLEMS IN TRANSPORTATION FIELD 


I would like to give you a rundown very briefly of what our problems 
are in the transportation field. In the first place, it is to be recalled 
that the Defense Transport Administration had to be set up because 
the Interstate Commerce Commission has only authority in the field 





of interstate commerce. It cannot essay to deal with taxicabs and 
local transit and warehouses and ports and many other things with 
which we deal in this defense mobilization effort, as regards trans 
portation. It was, there fore, necessary to institute a Government 
agency to operate in this field of which | speak. 

| should like to run down briefly for you the areas of possible con 
cern and interest to you, because, after all, this 3 the right arm of 


Congress to the extent that we work through the Commission, and 
| 


of the Executive to the extent that we do not do that. 

We do not have too many problems left in the street and highway 
field. There are eight segments of that field: Common carriers, 
private carriers, taxicabs, rental-car companies, interstate buses, local] 
transit facilities, schoolbuses, and private cars. 


We feel that all of these areas are in pretty good shape to weather 
the ummediate transportation situation and that if we had some kind 
of a war, or an international emergence y break out tomorrow, they 
would be in fairly good initial condition to handle anything of that 
kind. The possible exce ption would be local transit. That situation 
is deteriorating all over the country. The streetcars and local buses 
are having difficulty in surviving the inflation and are having to raise 
their fares. When they do that, they lose traffic. 

If we were to get into any kind of international complication which 
woul 1 require a highe r degree of mobiliz: allion than we DOW have, we 
could expect some difficulty in that field. 

ime with respect to these eight segments of the street and highway 

nsportation, our duty, as I see it from now on, will be pretty 
— rely a watchtower duty, as | eall it, Lo keep in touch, with @ mini 
mum staff, with these various industries, for statistical purposes, to 
see if they have any difficulties arising. I will talk about 2 or 3 of 
them in a moment. 

Other than that, it is our duty to abandon much of the activity we 
have been indulging in in that field. 

In the railroad field, which is a very important segment of our 
responsibility, we still have a persistent car shortage. We did not 
have as many freight cars at the beginning of this year as we had at 
the beginning of the Korean war. The rails have suffered a scrapping 
of more cars than they have been able to replace, except for a few 
thousands’ difference, and the traffic has held up pretty well. The 
rails will transport about 650 billion ton-miles of traffie this year, 
which is about the equivalent of last year, which matches almost 
the highest war year. 

[t is true they have greater motive power. It is true the cars are 
newer, and the turnaround time has been improved. But we still 
need supervision in the shepherding of those cars back to the shippers 
in the overall use. For that reason, I think that the cutback of our 
working fund which we can devote to the Bureau of Service ought 
Lo be very carefully rey lewed by you ventlemen. 


PER DIEM RATES FOR FREIGHT CARS 
Mr. ANDERSEN. What has been done, Mr. Knudson, in relation to 


the increasing of per diem rates of these particular cars when they 
are away from the parent railroad? I have always felt that the 





rental of such freight cars was too low in order to provide any incentive 
to the outside railroad to return them. 

Mr. Knupson. The Interstate Commerce Commission believes it 
does not have the authority in the law to prescribe a penalty per diom 
There is a difference of opinion as to whether, if we had the authority 
and were to put it into effect, it would achieve a faster turnaround. 
The argument against it usually is advanced that the rails would be 
taking it out of one pocket and putting it into another. 


SHORTAGE OF FREIGHT 
Mr. ANDERSEN. Then what is the solution to this shortage? 

Mr. Knupson. The solution as we see it is what we did last year 
First of all, you must get the voluntary cooperation of the railroads 
in the highest sense of the word, operating as private enterprise, and 
saddle them with as few Government orders as we can. 

We have had a few in existence, which we eall service orders, dealing 
with heavy loading and faster turnaround, Saturday demurrage, and 
regular penalty demurrage. Some of those orders we have recently 
canceled out because we thought they were too onerous in connection 
with the times. 

The key to the absence of a rail-car situation Iast vear was first of 
all putting teeth into Service Order 866, which forced the railroads to 
take cars out of surplus areas in the East and put them out in the 
grain country when they were needed. We did not have any trouble 
in the grain country last vear for that one reason. 

The second reason is that we transferred about 100 service agents 
out into that country during the grain harvest, from Texas on. the 
south up to North Dakota on the north, and shepherded those cars 
day after day to make sure they were given the optimum kind of use 
There are about 70 of those service agents we will have to dismiss 
the Ist of July under the pending appropriation. As I say, I think 
that is something you ought to consider rather ¢ arefully. 

Mr. ANprersEeNn. In that connection you will have a still higher 
volume of grain to handle, will vou not? 

Ir. KNupson. Our problem this year is not going to be so much a 
higher volume as it is finding of storage space. The warehousing 
situation, which I want to talk about in a minute, is going to be 
about as serious as it has ever been in this country. The grain 1S 
there and it is going to back up on the farm if we do not find a place 
to putit. This puts an extra strain on the freight car situation, because 
you have tendency, whenever a condition of that kind arises, to use 
the freight car as a storage unit. That we will not stand for. We 
cannot allow grain to be stored in freight cars when the car must be 
used in the East after the grain harvest is over for moving the manu- 
factured voods of the country. 

Mr. ANDERSEN. Please continue with your statement, sir. 

‘Ir. Knupson. That is ly the most bothersome problem as 
regards the railroads. 


SHORTAGE OF HEAVY STEEL FOR RAILS AND FREIGHT CARS 


[ think we shall also be faced, however, with some materials diffi- 
culty. The railroads have not yet caught up with building their 
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tracks and rebuilding them and laying heavier rail all over the country 
One of the real basic shortcomings of this whole mobilization program 
has been the failure, in my estimation, of the planners to provide 
for the making of more heavy steel of various kinds, including rails. 
All of these new steel plants which have been amortized and one 
thing and another are not producing a pound of heavy plate or rail 
in excess of the pre-Korean capacity, and the consequence is that 
for 2 or 3 years, in my humble opinion, the railroads are going to 
have difficulty getting steel even in a free market without the con- 
trolled materials plan, to build and rebuild their tracks and to build 
more freight cars. So we could expect some area there in which we 
might be able, even in the absence of any controlled materials plan, 
to deal directly with the steel companies on behalf of the rails or in 
cooperation with the rails, to get materials flowing in their direction. 
That is another problem we will have 


INLAND WATERWAY TRANSPORTATION 


Now, in the inland waterway aspect of our business we have few 
problems confronting us. ‘The movement of ore over the Great Lakes 
has been phenomenal. We think 103 million tons will come down 
this vear, which will be ample to take care of all the foreseeable needs 
of the steel manufacturers. 

The rivers and harbors facilities for carriers, we believe, are in 
pretty good shape, come what may. We will only have to have some 
standby watchtower activity; just one man and a girl, or maybe less, 
with regard to that. 

WAREHOUSING 


With respect to wi arehousing, we have a continuing area 
culty with particular relationship to grain and grain products. 
is going to get worse as time goes on. However, I shall say 
fairness that this is not our problem primarily. It i a problem for 
the Secretary of Agriculture to solve, if the grain is going to back up 
onthe farm. Only if it starts to move to terminal warehouse position 
will we have a direct jurisdictional concern in that matter. 

Now, we have had a division dealing with equipment and materials 
[ do not propose to carry that on. We may have some areas of con- 
cern, but I believe with these transportation specialists 1 will talk 
about in a minute we can take care of that. 


MANPOWER PROBLEMS 


Manpower pronaeet are diminishing, but we still have sporadic 
difficulties. For instance, | had our manpower man in the shipbuild- 
ing industry vesterday—and the industry is building several more 


vessels for the lakes—and they are having serious difficulties getting 
shipbuilders on the job ar il keeping them there. They want our help, 
We still have the question of what to do with the critical lists and the 


lists of essential occupations, as to whether they should be taken down 


now so as to allow more of these people who have had draft defer- 
ments and things of that kind to go into the Armed Forces. I per- 
sonally think we oucht Lo keep one man at least alerted for the trans 
portation community in that connection. 
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rAX AMORTIZATION 


Now, on tax amortization, it is the desire, as I understand it, of the 
administration, as long as the provision is in the Revenue Act, to 
authorize tax amortization and, as long as there is any need for the 
incentives that are prov ided thereby, to process the applications that 
are filed We continue to have a good number of these applications 
filed We postulate a need for about 15 people under the $500.000 


appropriation to work off the backlog of applications that we have and 


to handle those that are coming in now at the rate of sbout 30a month. 
Mr. Srnver. 66 


Nin KONI DSON A 


bout 66 a month [ stand corrected 


the desire of the Bureau of the Budget, as [ understand it, 

devote a substantial amount of the appropriation of $500,000, 
t it, to this service 

vill refer » page 26 of the budget justificati n, vou will see 


reakdown \ IS prop sed there 


rIVITIES 


There is $89,000 for administration There is $103,000 for 


] 
‘ ] 
} 


ransport special sts, whose activities I have briefly eovered: and 
their supporting secretaries, averaging ¢ it 1 sirl to 2 men. 

Ve have $106,000 to be set aside for winding up this tax amortiza- 
tion, or carrying it on, as the case may be. Incidentally, we have 
applications for about 2 or 3 loans a month continuing to come in, 
It is our obligation to survey them and make recommendations 
regarding them for the RFC, and, if the RFC goes over to Commerce, 
doubtless we will be called on to do that for the Commerce Depart- 
ment 

CIVIL DEFENSE ACTIVITIES 

Mr. ANDERSEN. I note, Mr. Knudson, you do not ask for any 
money for civil defense activities here. 

Mr. Knupson. The reason for that is this, Mr. Andersen: We 
have been part of a group of Government agencies which has formu- 
lated what we call a working agreement among the Government agen- 
cles to handle the transportation aspects of civil defense through 
the medium of a Washington committee, assuming that the Civil 
Defense Agency is carried out in its present form. We flatly told the 

ul Budget, that if anv field work were expected by our 

‘rstate Commerce Commission field offices in the way 

we would have to have a supporting appropriation 
for that There are a great number of meetings at the city and 
village level in this field which our agents have been attending and 
participating in 

Nothing in the $500,000, no part of it, was set aside or intended to 
be set aside for eivil defens As matters now stend, we will have to 
declare to everyone, who asks us what we intend to do, that we will 
put none of this money into the civil defense field. 
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WORKING FUND 


Mr. ANDERSEN. Will you explain the working fund? 

Mr. Knupson. Yes; I will. Last vear we assigned to the Inter 
Commerce Commission in three offices and our administrative s« 
about $1,250,000. Most of this went to the Bureau of Service of 
Interstate Commerce Commission for hiring, in the field out in 
ly 


areas where you cventlemen are cones red. service agents to | use t 


word “‘shepherd’’-—to get these freight cars turning around faste1 


as to avoid this terrific recurring shortage of transportation which 


have had ior a number of years and whi ly is apt to continue to 
of years yet until we get a sufficient number of freight ca 

nn 

N i 


¢ careful study: 


DSON. Yes, sil 

RSEN. You feel perhaps the cut here has been a little 
aee] | hi ieht? 

Mr. KK» . Let me put it this wav: The Interstate Commerc: 

k for an appropriation in support ol the Bu 
reau of Service over and above its normal peacetime level becaus 
they took it for granted they were going to get a working fund | 
am a Commissioner and I can speak for the Commission to this 
extent. So I told the Senate and the House committees both, when 
l appeared | 


that a working fund in support of the Bureau of Service could reason- 


his is the } \ ‘h you referred as pt 


) 


¥ ° } 
Commission did not as 


vefore them for the Interstate Commerce Commission, 


ably be expected to be forthcoming. 

Now we have the $500,000 appropriation made, $200,000 of which 
aving should v0 to the working fund. with SSO00 000 heing 
by DTA. This ts a cut of more than 80 percent to the ICC 

working fund. It is going to mean, just as sure as | am sitting here, 
that 75 or SO ICC service agents will have to be dismissed. I have 
serious apprehensions as to the effect that is going to have on the 
freight-car supply this vear, particularly in view of the grain crop 
and the way it backing up in the country right now. 

Now, it may well be that we will only have to keep them hired for 

6 months 


That brings me to another point I really want to make. 


PERSONNEL REDUCTION 


I think we have demonstrated good faith in the management of 
D'I \ We had $62 emplovees in July of 1952. We could foresee the 
need for fewer of them. Instead of building up a bureaucracy, we 
started cuttine back, and we cut back voluntarily, without anvone 
telling us to, to 340 in December of 1952. Then, when we received the 
letter from Mr. Dodge of the Bureau of the Budget, with which I was 
in thorough accord, in the early part of this vear, we deliberately cut 
back to 256 people, including all those on the working fund. 

Gentlemen, 1 take pride in the fact, also, that we have reserved 
enough of our funds to pay the terminal leave of everyone who will go 
out of DTA, so there will be none of that business imposed on th 


Congress. 
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Mr. ANDERSEN. I would like to say here, before asking my final 
question, | do feel that your ors 


y 
+ 
\ 


anization has accomplish¢ ‘ds very 
worthwhile work with relation to the freicht ear situation. 
Mr. KnNupson. Thank you, sir. 
Mr. ANpERSEN. Have you completed your general statement, sir? 
Mr KONI DSON Just a second: let me ¢ thee] kK one more note here. 
Mr. ANpERSEN. Go ahead and finish and then I have one question 
I we ul ; ike oO ask you 
Mr. Kxupson. If you will consult, without my taking your time, 
and if your staff will consult the written data we have submitted, you 
will find further details along the lines of which I have been speaking 
I understand it is the desire of the administration to reserve som¢ 
‘these agencies for mobilization readiness purposes. Mr. Flemming 
doubt, spelled all of that out to you this morning. We are in 
1 with that Such delegations as we get from the Office o! 
Defense Mobilization, in additia mn to those we already have, we will 
do our best to carry out I do not think we can absorb too much mort 


work with the limited appropriations that are gviven to us 
USE OF ICC FACILITIES 


I want to lay one more bit of stress on these field offices of the 
Interstate Commerce Commission. We used the space provided b: 
the Commission. We used the machinery provided by the Commis- 
sion; all of the office gadgets and files and so forth. By doing this, 
I believe that we have saved the taxpayers $2 million at least a year. 
With but a $200,000 working fund : slowed for the continuation of this 
field activity, it is going to handicap the Interstate Commerce Com- 
mission in some of its activity as well as the Defense Ti insport 
Administration. That is at it boils down to. 


tAGE SALARIES AND GRADES 


Mr. ANDERSEN. On page 7 you show that the average salary in 
1953 was $5,838 and the average grade was 8.3. 

Mr KNIT DSON. Yes, sil 

Mr. ANDERSEN. Now it is proposed to increase that average salary 
to $6,928 with an average grade of 9.6. What justification under the 
existing circumstances can you give for that particular action? 

Mr. Knupson. Would - refer, Mr. Andersen, to our chart on 

I think that may the key to the whole thing. 

As a generalization it is recognized, I think, that a small organization 
which deals in technical services is apt to have a higher salary level 
than an organization which has mostly clerks and typists and that 
sort of thine 

Down in this “Mobilization and transport specialists’? block we 
would plan to have about 7 or 8 grade 14’s. Some of them would be 
on a w. a. e. basis, and some of them on a permanent hiring basis. 

In the ‘Tax amortization and defense loans group”? because of the 
nature of the work and because we will cut the stail down to about 
15 people and because some of these loans have to be reviewed on an 
appeals basis, we have to have a relatively higher class of people in 

t activity than we would if we had a big organization where the 

kind of person employed would | ring the grade down. 
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We have a Deputy Administrator, i General Counsel. 
administrative officer. If this activity diminishes during the 
pledge this committee that some of this administrative overhead 
be care fully reviewed, Because i serve also as a Commissioner of 
Interstate Commerce Commission, it 1s quite imperative that | 
a reasonable administrative staff 

[ have to put about one-third of my daytime hours on the ICC wo 
now, and a good many of my nighttime hours. When I am serving 
as a Commissioner it is necessary for me to have standby adminis- 
tration and detail 

Mr. AnpreRsEN. Let me refer to page 12, Mr. Knudson, on this 
specific item. 

Mr. Knvupson. Yes, sir. 


SPECIALISTS 


Mr. AnperRsEN. What is the need for a group of so-called specialists 
at the rate of $9,600 per year? 

Mr. Knupson. We have had allocated to the Defense Transport 
Administration—referring, if you please, to page 1 and our chart 
there—10 super grades. The head of each one of these divisions has 
been a grade 17, except for the Tax Amortization and Defense Loans 
Division, which has been a grade 16. The Deputy Administrator 
is an 18, and the General Counsel is a 17. The executive assistant’s 
office was a 17. 

I propose to do away with all of these divisions in the first place, 
and to keep an expert in each one of these fields, as needed, maybe 
1 for 2 in some cases, and reduce the grade to grade 14. I do not 
see how | can bring in from industry the kind of man we need who Ss 
an expert in these fields for less than grade 14. That is the point. 

Mr. ANDrRSEN. It is your point, then, that these $9,600 men will 
do the work which was formerly required to be done to a great extent 
by the grade 17’s? 

Mr. KNupson. Yes, sir; and in many cases they will be the same 
nie 


Mr. Barker. And their staffs. 
Mr. ANnprERsEN. Which you have eliminated, by the way. 
Mr. Knupson. And which we have eliminated. They will do the 


work of their former staffs as well. 


LANGUAGE ON CONSULTANTS 


Mr. Jensen. Gentlemen, I am not a member of this subcommittee 
but I had great interest in one of the items in the Defense Transporta 
tion request. I asked the Chairman, Mr. Andersen, if I might just 
come in and question Mr. Knudson on one item 

Mr. Knupson. Thank you, sir. 

Mr. Jensen. This pertains to the language which has been deleted 
which reads: 

Provided, That this appropriation shall be available for not to exceed four cor 
tracts for temporary or intermittent services as authorized by section 15 of the 
act of August 2, 1946 (5 U. 8. C. 55a) which may be renewed annually. 

[ have had occasion in the past for a number of years to have 
dealings with the Defense Transport Administration. I know of the 
great value of that Administration and how they have operated in 





my section of the country and in many others to really expedit 
every kind of commodity. 

Mr. ANDERSEN. If vou will permit, Mr. Jensen, I should like to 

that that has been the case in Minnesota, also. 
JENSEN. Has it? 
r. ANDERSEN. Yes 
JENSEN All right Now, then, that same lancuage wa 
bracketed out of ‘he bill last year. It was reinserted in the committee 

Mr. Knupson. Yes, sir. — 

\ir. JENSEN. Will you, Mr. Knudson, tell the committee if you 
feel that lanvuace sho ild be bracketed out, and what effect it would 
have on the efficiency of vour organization if it is bracketed out. Do 
yeu favor the bracketing out of that language or do you not? 

Mr. IKNupson. I think there is less need for it this year than ther 
Wi last ear, but I think there is still some need for it. This is the 


> \ i 


situation we are in: These fields where we have jurisdictional 
authority under the Defense Production Act and the Presidential 
orders, to cover them, are pretty highly technical fields. We were no 

ble when we set up DTA to get qualified men from civil-service rolls 


The consequence 158 that we had to zo out and hire men and induces 


them to come in from industry 
Incidentally, | guess we have had $300,000 worth of free services 


yy Industry 1n various Ways 


civil-service quirks—I do not sav that in any 


Vv manner—when we hire a man we cannot keep bim on fo 
nor ian a year without converting him into some kind of regular 
npdlovment ome of them have been unwilling to do that becausi 
not wa to be identified as Government employees. They 


to contin >on W. a. @. OF W. 0. C bases. 


had this language put in to take care in our little organization 


} 
ao 


1 


vear —of 4 jobs that we would not have to convert 
vernment emplovees, or to take care of 3 or 4 people 
to convert over to regular Government 
a2son Io! 
‘se Tour employe es? 


would be a safeguard in the act for us ad 
the m: ves, sil 
LOU Say they ha e bee ni doing cood work? 
res they have ’ fill all of these jobs 


middle of the vear, at believe we still have on 


if the 4 It vives us a measur 


Lic 


That is about what it amounts to 


KNupson. li is also an economy measure, because by having 
fecuard we do not have to put people on a full-time basis; 


the m as co | ants tor less than avear ata time. 


vsen. That is what the testimony was last year. 
INI DSON Yes, sir. 

Mr. Jensun. That was why I was particularly interested in it. 1 
happen to know about some of the work these extra consultants have 
done 

Mr. Knupson. They have done wonderful work 





Mr. Jensen. I approved it very much. 
Mr. Knupson. Yes, sir. 
Mr. Jensen, Thank you. 


tELATIONSHIP WITH ICC 


Is¢ 


Mr. Davis. What additional authority do vou have, Mr. Knudsor 
that vou did not have in your capacity as a Commissioner of thi 


Interstate Commerce Commission”? 
Mr. Knupson. Well, we have had considerable author 
] 


the Defense Production Act of 1950 to deal partic lariv with ware 


housing, with ports, with local transportation of all kinds from the 


passenger-carrying automobile, and also power to deal in the field 
of materiel and manpower, in none of which areas does (he Commissio1 
have any authority or any appropriation to act 

\\ ith respe ‘'t to the marshaling of freight cal inost ol thr authorit 

that we have invoked has been ICC authority at the request of DTA 
In other words, the agents in the field discover the need for the issuan¢ 

of a service order. We get industry’s views on it and if we decide it 
is to be put into effect, we ask the Commission—particularly division 
3 of the Commission——of which I am a member, to authorize the issu 
ance ot a SCrvic ord r So in that limited fie ld we do not vet mu ly 


1 4 — 4 } ] } 
we would not need any more authority than we already hay 


\s for all the other items that I mentioned, the Interstate Commerc: 
Commission would have neither the power nor, if | may judge b 
vhat I know, the inclination to act. 

Mr. Davis. You mentioned the marshaling of cars. What autho 
ity do you have there? Is that actual commandeering and _ the 
ordering of a railroad company, for instance, to put a certain numbe! 
of cars into a certain area? 

Mr. KONI DSON. Under the Defens Production Act and the Kxecu 
tive order, we would actually have allocation of equipment authority 
I do not know whether it is in the new act or not 

Mr. Sttver. Yes, sir, it 1s. 

Mr. Knupson. It is still in the recently enacted legislation. Under 
the Interstate Commerce Act, the car-service provisions make this 
possible fo. us lo direct service orders to the railroads and the shippe rs 
both related to the use of the equipment and to provide for certain 
penalties for misuse or wrongful use under the terms of the servic 
orders of the equipment. That is a broad generalization. If you 
want me to go into detail, it would take quite a while Incidentally, 


Mr. Congressman, we have not used that authority but very sparingly 


and as long as I am in charge of this work of course we are not going 
to issue any more Government orders than we have to. I believe 
voluntary cooperation and not Government orders to get work done 
Mr. Davis. In that particular field, where is your additi 
thority which you exercise as a trans portation administrator 
Commission does not have? 
Mr. Ix NUDSON We have sued only two at \ orders lth the » 
we have been in existence One dealt with the movement of 
ports for export and involved puttine some restrictions on the use 
terminal warehouses. The other dealt with motor carriers in a gene 
strike situation that was an ad hoe situation. So we have, and will 


! , ! { _ : 
continue to have for the foreseeable future enough authority t« 
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the word in quotations I believe under the 
Now, that involves the railroad equip- 
ghway carrier and water carrier equipment 

is something ‘ 
Mr. Davis. Are those orders which you would not have been author- 
ized to issue as a member of the Interstate Commerce Commission? 
Mr. Knupson. The two which I referred to are such orders; yes, 


SII 


WORKING FUND 


Mr. Davis. What is the function of the $200,000 working fund? 
Is it completely for the performance of functions that the Interstate 
Commerce Commission would not be authorized to perform? 

Mr. Knupson. No, sir. It would be in part for the performance 
of functions that the Interstate Commerce Commission is not author- 
ized to perform, such as the attendance of these field agents in meeting 
and dealing with manpower with respect to civil defense; with ware- 
house materials problems; for making field studies of amortization 
applications and loans, instead of sending a man out from Washington 
to do it. But, for the most part it would be to hire additional service 
agents to facilitate the movement of traffic which has occurred 
incident to the mobilization situation. 

Mr. Davis. I would think, to the extent that it was within the 
authority of the ICC to perform that that might be considered as a 
legitimate function and a legitimate charge against that agency 
which would make a separate transfer of funds unnecessary. 

Mr. Knupson. Well, I would have to concede that point in part, 
Your Honor, but for the fact that the Interstate Commerce Com- 
mission made no provision in its appropriation this year for support- 
ing the additional number of service agents in the Bureau of Service 
that were made necessary by this war or perhaps for the war effort. 
They thought a working fund would be forthcoming and now it is 
to a small extent only. The Interstate Commerce Commission in 
its current appropriation has no additional funds to take care of the 
service agents who have been employed from the working fund 
assigned by DTA. 


COMMINGLING OF ICC AND DTA PERSONNEL AND EQUIPMENT 


Mr. Davis. Is there a mingling of equipment and materiel and 
personnel so that for instance in the same office you might have 
part of the money coming out of ICC and another part coming out 
of the defense transportation fund? 

[r. KNupson. Yes, there is, but it is impossible to separate, nor 
would it be good office management, to separate the employees or to 
put them on some kind of a man-hour basis, because they work part 
time on ICC functions during the day and part of the time on DTA 
functions. We think we have worked out a formula that is equitable 
for both agencies 

Mr. Davis. Would the same person be receiving part of his salary 
from ICC and part from the DTA? 

Mr. Knupson. No, I do not think that happens 

Mr. Davis. And vet he would perform part of his working time 
for one and part for the other? 
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Mr. Knupson. All the supervisors of offices are on ICC appoint- 
ments and ICC salary lists. A supervisor may have in his office 
two people on a DTA working fund. Obviously, the supervisor has 
to do some things during the day or week or month with relation to 
the people on the working fund. We have tried to work it out so as to 
avoid any complications at all or the implication that DTA is sweeten- 
ng the appropriation of the Interstate Commerce Commission di- 
rectly. I would not want that charge to be leveled against me and I 
do not think it can be. 









OF RAILROAD CARS 





SHORTAGE 





Mr. Davis. What is the method by which you attempt to attack 
the problem of an overall shortage of railroad cars? 

Mr. Knupson. In the first place, we would deal with the railroads 
through their association—the Association of American Railroads 
and in many instances deal with them individually to get them to do 
voluntarily what they ought to do in taking care of car turnarounds, 
efficiencies, economies, and to avoid bad practices. 

Let me give you an example of how this works. 

Suppose a car of lumber has started rolling from X point out in 
the West somewhere—I do not want to speak too specifically on a 
matter of this kind—and the railroad agrees with the shipper that 
that car can be deliberately slowed down in order to test the market 
along the way, and have such an agreement with such railroad and the 
railroad says: “Sure, we will stop that car at every station along 
he way and when you decide you can get the best price for that 
lumber, then we will send it to market for you.” 

There are thousands of that kind of situation that our agents have 
to keep in touch with all the time. We try to get the railroads to 
avoid doing things of that kind in tight car-supply situations. If 
they do not, and if the shippers persist in bad practices and it becomes 
chronic and widespread so as to hurt the people who really need the 
‘ars, we put out a service order and then we have to use our people 
to police the order and they become policemen instead of advocates 
of good transportation. We try to keep them in the role of advo- 
cates wherever we can. 

Mr. Davis. What is the magnitude of your operation in the way 
of loans and tax amortizations in order to speed up the production 
of cars? 

Mr. Knupson. First of all we establish what are known as goals. 
Our goal for freight cars for class I railroads, for instance, is 1,865,000 
freight cars by June 30, 1954, and I am afraid we will be quite a way 
short of that. 

Mr. Taser. How many do you have now? 

Mr. Sttver. That is the overall goal, including classes 2, 3, and 4. 

Mr. Knupson. If you do not have the total figure, I believe I have 
some figures that are more recent than the ones which we were to have 


with us. 

The class 1 railroads on January 1, 1953—and I will bring these 
figures down to date for the record, if you desire—had 1,756,700 
freight cars and they built in 1952, 63,748, and 58,779 were scrapped. 
They built about 5,300 a month although the overall domestic frermht- 
car goal was 10,000. 
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of freight cars on hand on January 1, 1952. was 
out 5,000 less than we had in January 1953. We had 
think, a few more cars since January built than scrapped, so that 
there has been a further increase in ownership. As of April 30, 1953, 
class 1 ownership was 1,765,197. I would have to bring those figures 
down to dat »if the committee wants me to. 


The numbe r 
751,731, or al 
] 
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AND TAX-AMORTIZATION PROGRAMS 


ll you give us an overall picture of 


] 
I 


the size of tl 
nd the tax-amortization program in which yo 


Knupson. These goals which I speak of go through a goo 
agencies; for instance, NPA approves them; DPA before DPA 

was absorbed by the Office of Defense Mobilization and then finally 
Office of Defense Mobilization itself Once the coal is estab- 

lished it gives ‘ tax-amortization group a base on which to recom- 
for tax-amortization purposes. In addition to that, 

nined very carefully indeed and with punctu- 

‘umentation to make sure there are no “bugs’’ 

r approved o1 disapproved. We have estab 


loco notives bor freight Cars, for lake-careo 


rway equipm nt and a sort of a loos« -end coal 
| railroad-yard 


es like port improve 
erms of numbers 


nents an 
{ [<< 4 | 
ise itis di icult to talk about 1 1 


7} 
1 
Hem mM 
of material. We have to pick them up and examing 
‘ome along But to get back to vour question thers 

a month e ing in for accelerated amorti- 
ch the fa re of the execess-profits tax to 
et ae 
th 


oO} 


vat failure might have on 


le. Ing pinion I think the applica- 
l 


ior mncentive 


CO” 


roads would withdraw every one of these orders 
now placed for freight cars if they did not have this 
-amortization incentive: The same is true for deisel 
me is true to a le ‘r extent for some of the other 
mentioned : it isa real genuine incentive 

suld assume th ice you make a program of this 

would not get any Pp ocessed under the normal 

and recular workings of the tax law and that in almost everv casi 
they would co »in and want this certification from you; would the y 
not? . 
X\4 


Ik. U DE Weill, | do not be heve it is quite on that basis | 
am not an apologist for the railroads, bu they have been handi apped 
to a certain extent in keeping up with their operating cost, with most 
of it going for increased labor cost. Almost all of their equipment 
has been bought on an equipment-trust basis; that is, they have got 
it all mortgaged, so that this tax-amortization incentive has been a 
real stimulant to the purchase of freight cars. 1 think when we get 
back to something resembling normal, they will purchase freight cars 
on about the normal basis. 

We are now taking another step in DTA and the Commission to 
effect a formula which we hope in the end at least will encourage, if not 
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require, certain railroads who do not now own equipment but who hold 
themselves out as common carriers, to acquire enough equipment to 
vuarantee service to the public. 

Mr. Davis. | am wondering if a program of this type does not 
actually deter the production and the purchase of rail cars on the long- 
range basis and that they will simply sit back and say, ‘“Well, we will 
wait and some day Uncle Sam is going to be anxious enough to get 
these cars.and he will come along with another amortization program.”’ 

Mr. Kxupson. And that may be so, but all I can say in the light 
of history, there was an insufficient number of cars ordered between 
the end of World War II aad its immediate aftermath and the begin- 
ing of the Korean incident. It seemed to take this tax incentive, 
and I am sure this was a very valid and major overriding factor in thi 
purchase of adequate equipment, to get the railroads jarred into buy 
ing the kind of equipment and the number of equipment that [CC 
has long thought necessary 


FUNCTIONS DELETED IN 1954 


Mr. Davis. What operation or functions have vou been performing 
in the past that vou will not be performing in 1954? 

Mr. Knupson. Well, we are going to abolish our information staff, 
for one thing; we are going to abolish the Office of the Executive 
\ssistants which has had a great deal to do with mobilization plannizg; 
we are going to abolish all of the divisions, and only to the extent 
that the areas of interest that we talk about in this justification, which 
| briefly touched upon in my remarks to the committee, will we be 
in business. The Bureau of the Budget postulated a need for about 
65 people, and in addition we are roing to take a second look into the 
possible need for additional service agents. The 65 includes 30 on the 
working fund; 35 in what is left of and what would be the skeleton of 
DTA. if we should have a recurrence of this trouble in Korea or at 
any other place in the world, we could take those 35 and we could 
make the plans which are necessary, and which we have filed in the 
iwebox—and we have a lot of them actually put on paper and we 
have not been wasting our time. We could take their experience and 
nflate this thing to the kind of an organization wh 
in the event of serious war or anything like it. \ 
right down to the working bone. I do think we have cut too deep 
on the WOrking fund side, however, 

Mir. Davis. In general, then vou expect to be « perating in all of 
your fields that vou are now operating in but not so intensely? 

Mr. Knupson. We will operate but minutely in the equipment and 
materials field because the controlled materials plan and everything 
related thereto will be out of the window. We will have, as | have 
tried to say, an occasional need to help railroads and others to get 
rails and maybe some heavy plate for building freight cars, and there 
may be a little activity in this equipment and materials field, but 
specifically, it is abandoned entirely. The same is true of the man 
power situation, and | do not be leve we will have, and we never have 


had, a great deal of activity there. If we just have someone to keep 


ich would be needed 
i 


V desire 1s to cut if 


in touch with what is happening in the draft scheme, the Reserve 
officer scheme, and the migratory labor scheme and that sort of thing, 
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that will be sufficient. To all intents and purposes that will be pretty 
well stopped. 

Port utilization will be for the most part stopped except we will 
want to keep in touch with some of the ports through which military 
travel might have to move, to make sure that their facilities do not 
deteriorate to the point where they might not be useful if an emergency 
arose. Itis a ‘watchtower’ activity; I cannot describe it as requiring 
more than that, and I would mislead the committee if I went much 
farther than that 

There is one thing which I have not mentioned and that is that we 
face some rather serious transportation difficulties in Alaska and 
possibly in Puerto Rico. We think we will have to have one man 
assigned, due to our interest in it, to the Territories and possessions 
Puerto Rico has a tremendous industrial development and its trans- 
portation facilities are lagging behind to the extent to which this may 
affect defense mobilization. We have to keep in touch with it. The 
same is true in Alaska. Incidentally, one of the best facilities Alaska 
has is at the port of Whittier and I heard a radio flash at noon today 
to the effect it was one fire and burning down. 

Mr. Gary. Where is that? 

Mr. Knupson. At Whittier, Alaska. There is a military port 
there and it is above Seward, I believe, somewhere. It is the best 
port in Alaska and apparently they are having a disastrous fire ther 
today . 

UNIFORM MOTOR-CARRIER LAW 


Mr. Gary. Mr. Knvdson, what progress has been made toward 
obtaining uniform motor-vehicle laws among the States? 

Mr. Knupson. Well, as part of my DTA activity as Administrator 
I have tried to pick up where Commissioner—the late and great 
Commissioner, Joseph B. Eastman, left off—in encouraging uniformity 
of motor-carrier laws. We have had to project, for instance, an 
arrangement among the States to allow on a State permit—not a 
Federal permit, because I do not want to impose any Federal rule on 
the States—but to allow at their instance the movement of heavier 
loads than their State laws allow, if the loads were for the military or 
national defense. Our study has disclosed the great need for some 
uniformity of load limitation among the several States, based on 
something like 18,000-pound axle load. That is the ASHO formula. 
Now, in addition to that, there is a marked lack of uniformity on 
licensing, on tail lights, and on a good many other matters of motor- 
carrier regulations. We have tried in a very small way, but a per- 
sistent way, to encourage the States to come together on some uniform 
program in that field. If we ever went to war and with all this lack 
of uniformity, the Federal Government would have to step in and 
maybe exercise some fiat power, which we would be very reluctant 
to do, or the States would have to waive for the time being, as they 
did in World War II, some of these barriers at the borders. 

(Discussion off the record.) 
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CONSULTANTS 


Mr. Rooney. A while ago Representative Jensen and you engaged 
n a colloquy with respect to extra consultants. What do you pay 
these extra consultants? 

Mr. Knupson. We have paid consultants all the way, from and 
including, their travel allowances and per diem, $12,000 to $18,000 
in one case and nothing in a good many cases. I think the average 
salary for our consultants would be around—not counting those who 
have rendered services for nothing—the average salary would be 
around $10,000. 

Mr. Roonry. Who got the $18,000? 

Mr. Knupson. There has been only one case where that amount 

paid and that was a man sent to us by the inland waterways 
people and his name was John P. Coakley. He was with us for about 
8s months on that basis and then we reduced his salary and eliminated 
his travel per diem, and gave him one of the super grades that was 
allocated at GS-17, $13,000. 

Mr. Rooney. How many do you have at $17,000? 

Mr. Knupson. We had none at $17,000. 

Mr. Roonry. How many do you have at $16,000? 

Mr. Knupson. We have none at $16,000. 

Mr. Roonry. How many do you have at $15,000? 

Mr. Knupson. There may have been 2 or 3 at $15,000 if the travel 
allowances were counted in, 

Mr. Barker. Let me interpolate there: In no case did we pay 
consultants more than the maximum under the Defense Production 
Act which was $50 a day. We pi aid them at the rate of $50 a day on 

5-day-a-week basis, which on an annual basis comes out to about 
$13,000 a year. When you add to that $13,000 a year the increments 
or remuneration from the travel per diem of $15 a day, that is what 
brings the total amount up to a higher figure than the actual salary 
of $13,000. 

Mr. Rooney. When we are talking about $18,000, $17,000, and 
$16,000, are we using the same comparison—$50 a day per diem, plus 
transportation and so forth? 

Mr. Barker. It is the total. 

Mr. Rooney. To put it another way, which man other than 
Coakley, was paid the highest remuneration? 

Sy KNupson. I do not have those figures with me but we would 

» glad to furnish you a precise list. My recollection is that there 
were or may have been sporadic appointments for indeterminate times 
of w. a. e. employees who made the equivalent of about $10,000 a 
year, on an annual basis. 

Mr. Rooney. Suppose you make a check and insert in the record 
at this point the names, positions, and the amount of remuneration, 
of all the extra consultants you had on the payroll as,of yesterday. 

Mr. Knupson. We would be glad to do that. 

(The following information was supplied:) 
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TRANSPORTATION ADMINISTRATION 


sultants on the roll as of June 18, 1953, position 
; ‘ ’ » Po >| 
and total amount pa d from July 1, 1952, throug} 


, 


NUMBER OF PERSONNEL 


many have vou on the roll right now, today? 


have 106 peopl on the Defense Transportatior 
and 150 on the [CC working fund payroll for 


Some of those, however, are consultants, 1] 


There are 6 w. a. e. consultants and 


‘t to have in fiscal 


appro} ation W hie h ha 
{ would propose to ha ef 
follow f you will refer to page 26, Mr 
vou will see there will be 12 in the general field 
Linistration:; 9 mobilization and transport 
amortization specialists and loan certification peop! 
of the Interstate Commerce Conmission, about 


‘ Bureau of Service and 4 or 5 in the Bureau 
would allow none in the Bureau of Moto 


not making much of an approach to reaching 


KnNupson. Y sir, we have made an effort to the extent that 
have gone down from 464 a vear ago to 256 and we have held that 
aiting the Budget Bureau determination as to what the futur 
would he 
Mr. Taper. That is 464 compared with the 256? 
\ir. KNupson. Yes, sir, in 1 year 


OBLIGATIONS 
Taser. What were your obligations to the 3lst of May? 


BARKER. $1,934,990. 
Taper. What were your obligations for the month of May? 





doe 


Mr. Barker. We do not have that here, but we can give it on : 
monthly basis. 

Mr. Taser. Well, the clerk tells me it was $145,153 

Mr. Barker. That is correct. 

Mr. Taner. Thank you, gentlemen, 

Mr. Knupson. Thank you, Mr. Chairman; we appreciate the fine, 
fair, and complete attention which you have given us. 


THURSDAY, JUNE 18, 1953. 


DEPARTMENT OF COMMERCE 
WITNESSES 
CRAIG R. SHEAFFER, ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


H. B. McCOY, ACTING ADMINISTRATOR, NATIONAL PRODUCTION 
AUTHORITY 


BENNETT S. CHAPPEL, ASSISTANT ADMINISTRATOR FOR METALS 
AND MINERALS (NPA 

WILLIAM A. MURPHY, ASSISTANT ADMINISTRATOR FOR ADMINIS- 
TRATION (NPA 

JOSEPH A. MACK, DEPUTY DIRECTOR, OFFICE OF FIELD SERVICE 


SRIES 


rION ACTIVITIES 
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SALARIES AND EXPENSES, DEFENSE PRODUCTION ACTIVITIES, DEPARTMENT « 
COMMERCE 


Obligations by activities 


tual 1089 Estimate, Estimat 
Actual, 1952 1953 1954 


$30, 242,295 | $19, 860,300 
8 046. 815 4, 070, 300 
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SALARIES AND EXPENSES, DEFENSE PRODUCTION ACTIVITIES, DEPARTMENT OF 
COMMERCI 


Obligations by objects 
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e number of all 
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52, 000 
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776 
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Mr. Taper. We have with us Mr. Craig R. Sheaffer, Assistant 
Secretary for Domestic Affairs of the Department of Commerce, 
together with certain of his assistants, all of whom are appearing in 
support of the supplemental request for the emergency activities of the 
Department of Commerce. This request is contained in House Docu- 
ment No. 176, and is in the amount of $7 million. 

Mr. Sheaffer, we shall be glad to hear from you at this time in regard 
to this request 
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GENERAL STATEMEN' 





Mr. Suearrer. Mr. Chairman, I have a brief statement which I 
would like to read and then turn in the more lengthy statement in 
order to save time. 

Mr. Taser. That will be all right. 

Mr. SHEAFFER. Mr. Chairman, I am here today on behalf of Secre- 
tary Weeks to request you to appropriate $7 million to perfom the 
responsibilities we expect the Commerce Department to have under 
the Defense Production Act amendments contained in the proposed 
bill S. 1081. I have prepared a statement of our program which has 
been furnished you. With your permission [ would like to request it 
be included in the record and I be permitted to tell you, in these, my 
own words, what we intend to do with the $7 million we are re- 
questing 

We intend to carry out the spirit and the letter - = policy as 
stated by Congress in section 101 of S. 1081. This means that we 
will retam only such priority and allocation controls as are necessary 
to support our military and atomic-e nergy production and construc- 

tion programs, a nd free all nonmil itary p roduction from government: 
controls except where it is found that a material is scarce and criti 
and essential to national defense, or the requirements of the nationa 
defense cannot be met without creating significant dislocation anc 


hardship to normal distribution channels 


Secretary Weeks and I are sure some of you have been on the re- 
ceiving end of Government controls. | would be less than truthful 
f 1 told you I enjoved that position. I also would be less than truthful 
if I did not tell you that the short time I have been on the controller 
side of the fence has made me realize that ours is an important responsi- 
bilitv. Iam dedicated to the proposition—and I am sure I speak for 


Secretary Weeks—that we must relieve industry of as many burden- 
some controls as possible and we must simplify those we find necessary. 
More important, however, we must, at the same time, advise and assist 
industry in their task of supplying the materials and products required 
by the military and atomic-energy programs. 

I would like to pomt out to you that we have made great strides in 
this direction. We have eliminated the controlled-materials plan and 
substituted for it the much simpler and less costly defense-materials 


system. All the over a hundred M-—orders except five have been 
canceled. Asa result, we are Lie pared to turn back a savings of over 
$3,800,000 of the current year appropriation, better than 50 percent 
of the $7 million requested for fiscal 1954. I want to call your atten- 


tion to the fact that the $7 million requested for 1954 is less than 25 


percent of the amount appropriated for 1953 

Secretary Weeks and I have personally reviewed this estimate, and 
we believe we need the $7 million requested in order to fulfill our 
responsibilities in carrying out the programs we expect to have under 
the Defense Production Act amendments contained in S. 1081. I 
assure you it will be prudently spent and, if possible, savings will be 
made. 

I have with me several officials of the Department who will be glad 
to answer any questions you may have with respect to the details of 
this estimate and the program. 
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like to submit at this time for the record the overall state- 
ment, with details, in regard to this request. 

Mr. Taner. We shall be glad to have it for the record. 
The matter referred to is as follows:) 
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ot ge ail regarding the operation of this svstem, which was devised 

v the collaboration of the Department of Defense, the Atomie Energy Com- 
n, and with the assistance of industry advisory groups. This system carries 

( | | { pre ed b the Cor In the extension of the Defe nse Produc- 
\ I I e general po ! ion of the Office of Defense Mobilization. 
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t ur rae! f set-aside ind directives on the production of specified 
uantities of shapes and forms of iron and steel, copper, and aluminum to meet 
defense requirement This is a somewhat detailed operation, since it involves 
prescribing for each mill for each month, the tonnage of each shape to be reserved 
for ilitarv at Ator Inergvy Commission orders These procedures will insure 


performance orders is spread equitably among ma- 
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collected and 

should and can be used to the advar ment a 
is my belief, and that of industrial executives who have served in 


ind technical positions in our organization, that the Department 


better position that it has been for 20 years to serve the executive 
Congress on industrial matters We expect that the utilization 
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by other Departments and agencies in this field will result in the elimination of 
duplication and overlapping and achieve savings in cost of operations 

Industrial establishments are requesting information and assistance from thx 
Department in connection with problems arising from defense operations and 
postdefense adjustments. With the industrial data available, our experienced 
and trained staff is in a position to furnish a wide variety of useful services t 


business soth Government and business are concerned with the maintenance of 
a high level of business activity If this is to be achieved, private buying must 
absorb the leveling off and decline of Government procurement for defense As 


business moves into this transition period, the Department intends to fulfill its 

atutory responsibilities of ‘‘promoting, fostering, and developing the manufactur- 
ing industries” by the utilization of our facilities to this objective 

Finally, I wish to call attention to three important items included in this budget 
which cover the work of the Office of International Trade, the Defense Air Trans- 
portation Administration, and the Office of the Secretary The Office of Inter- 
national Trade has the responsibility of achieving the closest possible correlation 
between United States and foreign mobilization readiness measures within its 
sphere of responsibility as it pertains to the administration of export controls 
By working closely with missions of friendly foreign nations in the development of 
their requirements for United States commodities and equipment, determinations 
an then be made and programs developed for the inclusion of realistic claims 















against our present resources and within the limits of our production potential 
for defense mobilization his necessitates constant analysis of estimated foreign 
exchange availabilitv, shipping availabilitv, foreign industrial trends, changing 
materials availability in other countries due to mobilization, essentialitv to foreign 


economies of United States supply, feasibilitv of using substitute materials and 
sources of supply, and the level at which the United States must export to receive 
necessary raw materials from abroad 


The Defense Air Transportation Administration has the responsibilitv for 
und directing the mobilization of civil aviation resources. Its work 

] les tl levelopment of allocations of transport aircraft between military 
ipport and ce nercia ir-supporting uses: working with air carriers to modify 
erve fleet aircraft to permit the immediate installation of military equip- 

ent in excess of current weight capacities; assisting in the development of a 


ar air service pattern and the deve opment al d operation of a single worldwide 


priorities svste Che administration has the further responsibilitv of re- 
iewing applications for acce'erated tax amortization of transport aircraft and 
defense loans under sect ! 203 of the act 
Che Office of the Secretary through its various service and staff components 
pulls tegether all of the Department’s efforts in exercising its responsibilities 
under the Defense Productic I Act Staff guidance and direction covers such 
important matters as advising the Secretary on all legal aspects of his defense 
production responsibility, administering and allocating appropriated funds to 
the organizations engaged in defense activities, mentioned above: and directing 
he administration of personnel programs to insure conformance to law and 
‘ itior Also there are furnished certain administrative services such as 
print and distribution of all orders, regulations, forms, and other materials 
related to defense-production activities, conducting loyalty investigations, main- 
tai uccounts and payrolls for defense activities other than NPA, as well as 
performing general administrative services such as mail, files, correspondence, 


and library services, for these same activities. 









NUMBER OF PERSONNEL 
\Ir. Taser. Mr. Sheaffer, how many employees have you presently 
on the roll? 
ir. SHearrer. As of the 31st of May we had 1,468. 
Ir. Taser. How many are you planning to have? 
Mr. SHearrer. Do you mean for the balance of the year? 
Mr. Taser. No. For the fiscal year for which you are asking the 
money 
Mr. SHearrer. That is in the last column and our estimated em- 
ployment as of June 30, 1954, will be substantially what is carried 
over, a total of 758. You will notice that is a very substantial reduc- 
tion 
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Mr. ‘Taser. What were your obligations for this particular year 
down to the Ist of June? 

Mr. Nievson. Mr. Chairman, the obligations through May 1953 
were $23,402,339. 

Mr. Taser. What were they for the month of May? 

Mr. Nieison. For the month of May, Mr. Chairman, the obliga- 
tions were $952,146. 

Mr. Tanger. Why do you need so many people? What do you 
have to do that would require so many? 

Mr. SHearrer. The principal number involved in this new or- 
ganization is covered pretty well, starting on page 2 of my general 
statement. 

Of the $7 million requested for the Department, $6,400,000 is for 
the National Production Authority, which is the principal defense 
operating agency in the Department. For this agency, we have 
estimated a number of 783 positions for fiscal 1954. 

Mr. Taner. That is your principal activity, as I understand it? 

Mr. SHEAFFER. That is right. That compares, you see, with 4,226 
at the beginning of last year. 

Mr. Taser. But, of course, there is a very considerable number of 
lessened activities? 

ALLOCATIONS 


Mr. Scuarrer. That is right and yet the controls through the 
defense materials system does, require the maintenance of some 
continued allocation. 

Mr. Taser. What is to be allocated this year? 

Mr. SuHearrer. These are allocations of steel, copper, and alumi 


num. You see, the Defense Department and the Atomic Energy 
Commission have to meet their own metals and basic materials 
requirements. 

Mr. Taser. At the present time there is no restriction on other 
uses? 

Mr. SaHparrer. That is right. 

Mr. Taspr. Of those things, I mean. 

Mr. SHEAFFER. No. 

Mr. Taper. So that there is not anything very much to do, is there? 
You do not have very many people for example who want to make 
threshing machines come in and ask for steel, and you do not have the 
Atomic Energy Commission asking for steel, where they can get 
these items without allocations. 

Mr. Surarrer. That is correct. I believe I will ask Mr. McCoy 
to answer your question more fully. 

Mr. Taser. Unless conditions become critical enough so that you 
would need to do it, there would not be any point in maintaining a big 
organization to do that work? 

Mr. McCoy. May I answer your question? 

Mr. Taner. Certainly. 

Mr. McCoy. The system we have put into effect on July 1 is in 
accordance with the policy laid down in the extension of the Produc 
tion Act. This policy, that is, the use of formal allocation and 
priorities, will be used only to assist military and the atomic energy 
production, 

The system that we have provided, and the methods, have been 
developed in collaboration with industry, the Office of Defense Mobili- 
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zation and the Department of Defense. Priorities are imposed 
authorized for military and atomic energy production and construction 
which have priority over all private contracts. 

To insure that that is effective, we have a set-aside system which 
will require the setting aside by producers of copper produc ts, alumi 
num, and steel, a percentage of production by shapes and forms, 
against which the priority orders will be placed and given first 


pre ference. 
\ quite sizable organization is required to do this job. The purpose 
primarily to make sure that there is available materials from pro- 
ducers to meet the priority sy sors and to spread this priority and 
preference impact over all industry in order that preferences do not 
descend upon any one company or producer and disrupt his produc- 
tion for nonmilitary purposes. 

Mr. SHearrer. For instance, if the military took all of a low-cost 
lucer’s product, that would put him out of the commercial market 

vy, and that is one thing that is to be avoided. 
McCoy. In addition, Mr. Chairman, this preference system 
f cpediting of military and the atomic energy production. 
oO necessary at the moment to completely allocate for both 
and civilian product, materials, such as nickel, which are in 


vive me the ones that are covered at this 


ysten, cobalt, nickel, molybdenum, and 
italum 


) npl te alloc ati mn We hope that the supply of these 


increase and together with a reduction in the require- 
and the Atomic meters Commission will 


soon complete alloca {io can be removed 


xpress that hope 
ioned aluminum? 
s not allocated. The DMS system sets 
fillinme militarv orders, but there is no 
he civilian econom 
Those are the fiy 
‘oy. Yes. There is a substantial number of personnel 
n this allocation 


How many? 


‘HAPPEL. The number of people who are operating on the 


on of these five materials under complete control, set up under 


7 : : 
we call a melt shee te ‘chnique 


The melt sheet technique requires approximately 80 people. That 
is the same number that we have had for the past 2 years. 

In addition to that number, and outside my responsibility, we have 
about 30 IBM technicians, to do the punch-card operation, so that the 
total we have would reach somewhere from 105 to 110 people involved 
at the present time 

There is no possibility of reducing this number of personnel, until 
we can decontrol. 

Mr. Taner. How many hours a day are you working the business 
machines? 

Mr. Murpny. Normally 8 hours. 





Mr. Taper. You are paying for 8 hours a day, but you do not use 
them that much, 

Mr. Murpuy. When these reports have to be made, sometimes it 
requires more than 8 hours a day, because of the cutoff time for reports 
necessary to make the allocations. 

Mr. Taser. How can you possibly use that number of machines for 
this activity? 

Mr. Murpuy. It requires the punching of about 140,000 to 150,000 
cards per month, and the making of a great number of different kinds 
of reports 

Mir. CuHappen. For every single request that comes in, we must 
nake up an individual report before we can allocate, for instance, the 
oLVy Mm amount of nickel, Irie lybdenum, or cobalt for that month’s 
operation; we have to go through his yyration to do that. and 
have a time limit with respect to the ré ports 1n W hich we can get 


answer back. Otherwise we would shut down industry 


MOBILIZATION READINESS 


the other items tl 


{ le 
the DMS sy hi 


D ulations 


+} ( 
til \ 


bilities for mobilization readi 
, ’ 
the policies and pro F 
ration That agen las just 1 dé oy ement, 


Pre 


of the Government 


(one ot t Dri nal objective of th 3S proers 
leficiencies, if any, exist in industrial capacity to meet the ful 


all-out reency if such an event should occur. 
, mean vou do that with eve ry body who In oht be 


assivned the responsibility, bv the 
} 


‘ ! . dy. bus 
e Mobilization, where the President’s authority resi 


rt of the mobilization-readiness program that 
and to industrial pro lucts, primarily 


ts in the country 


r, SER. hat is, to keep track of all the plan 
which you find might be useful for that purpose? 
Vir. Mee ry. meri speakins Mr (Cha 


oped in the 2 vears a great amount of information conc: 


j ‘ | 
industrial products and industrial capacit id we know a 
deal about the needs of the total economy, both for military, es 
¢ ‘ Ty 
civilian, and defense supporting requirements. It is our re 


bilitv under the program developed bv the Office of Defense 
tion to ascertain what mav be our deficiencies in industrial eay 


1 
to meet an overall emergency. 


Mr. Taner. And have you done that? 


Mr. McCoy. We are now in the process of undertaking the job as 


Al 


a part of the mobilization-readiness program 

Mr. Taner. How long have you been at it? 

Mr. McCoy. Approximately 3 or 4 months. But the undertaking 
is hardly begun. I think we still have to wait until we secure from 
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the Department of Defense, which we expect to have very shortly, 
an estimate of the requirements of the military in the event of an 
all-out emergency, those requirements being for materials, such as 
iron, steel, copper, ‘aluminum, before we can appraise capacities needed 
for these materials and for industrial capacity for converting them 
into military end products and other goods. 

We have already started, with the help of industry, investigations 
to determine the situation on industrial capacity, where we have 
already secured some good information and have ideas of what 
mobilization requirements might be. 

In addition to that, we have as a part of the industrial preparedness 
project, the postattack industrial rehabilitation program which we 
think is very important. This program, however, is largely placed 
on industry to work with us to determine what measures will be under- 
taken, especially in an essential industry, in the event of destruction 
by attack; and what procedures can be developed rapidly to continue 
to meet our defense requirements and to insure the flow of vital mili- 
tary needs. This project does not take very much manpower, Mr. 
Chairman. 

Mr. Taser. How many? 

Mr. McCoy. From the standpoint of the Government, I would 
say that we might put in perhaps a hundred man-years during the 
year on that program. 

[ would include in this project the investigation and the keeping of 
up-to-date information on industrial capacity and information with 
respect to requirements. In that field, perhaps, we should have a total 
of 150 man-vears for this segment alone. 


DEFENSE MATERIALS SYSTEM 


Mr. Tanger. What else do you do? 

Mr. McCoy. In addition to that we have—I might add that we 
estimate about 450 man-years for the defense materials system and 
directly related activities 

Mr. Taser. You estimate 400? 

Mr. McCoy. Four hundred and fifty. 

Mr. Taper. For what? 

Mr. McCoy. For the defense materials system, which is the direct 
military assistance program. 

Mr. Taner. You mean in that defense materials system you would 
have the military aid proposition? 

Mr. McCoy. Yes. The defense materials system is the system we 
utilize for expediting military, and AEC production by establishing 

preference system, set asides at the mills for production materials, 
and the spreading of the defense load over industry so as not to 
dislocate ordinary commercial production and deliveries. 


TAX AMORTIZATION 


Mr. Taser. What else will you do? 

Mr. McCoy. In addition to the defense materials system itself, I 
have mentioned the mobilization-readiness program. 

In connection with our ass eppents from the Office of Defense 
Mobilization, we are reviewing and will continue to review applics 
tions from industry for accelerated tax amortization in connection 
with defense facilities. That is an undertaking which we have carried 





367 
on since the defense program started, and so far as we can tell, industry 


involved in that? 
would be 


are 
man-vears 


will continue to apply for accelerated amortization for defens« purposes 
Mr. Taner. And how many 
about 75 


Mr. McCoy. I would estimate 


involved. 
Mr. Taner. What else do you have? 
DISTRIBUTION OF PERSONNEL BY PROGRAM ACTIVITY 


I 
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the balance of our operation. in 


y" 
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ESTABLISHMENT OF INDUSTRY DIVISIONS 


Mr. Saearrer. Mr. Chairman, I should like to say this, too, with 
respect to both the DMS and the postattack plan, which is very 
mportant. We all recognize that modern warfare is likely to be 
pretty bad, right off, and we feel that a great deal of utilization can 
be made of the 1 eae ilitie s of in lustry, al d that we can act as a cuidance 

the program, and that we can get industry together and assemble, 


extent possible, the ficure } § e need. 


industry divisions that we are beginning to 
to, as the year goes on, make greater use 

of a guidance activity. We think 
expense to the Government. We will tell 
‘money by letting industry do it; we can in that 


sort of information we want, and what we 


ime for a study, and we have spent some little 
} ‘ A { i ee 4 7. a } a 
in ion f the organization that we think ean hel ) us 


Ney 
0 


This is a new field to al rus, an resent to you gentlemen a 
itement and say how much we can save or what can be done, until 


have had more experience than we have had up to this time, is 


not possible at this time. 
ft the Se retary’s feeling. and mine, too. that given a chan 
you gentlemen will accept our assurance that we go into this 
full effort, and using all the energy we have, not only will it save 
the Government money, but we think also that it will be more accept- 
1] to industry itself We believe you will find that we will be 
‘to operate more satisfactorily and can save money, but we cannot 


what can be done. 


STOCKPILING ACTIVITIES 
Mr. Taser. Let me ask you this question that seems to be in 
point right here 1 seem to have stockpiling activities: and there 
another office in the Office of Defense Mobilization which seems to 


piling operation. Now, why would there be a stockpiling 


have a stock 
operation in your group and also in the other one? It may be per- 
fectly proper, but I am just wondering about it. 

Mr. Suearrer. | can tell you from my limited experience that we 
are in an advisory capacity, but as I have understood, it is a contin- 
uation of the current operations 
ir. McCoy. Mr. Chairman, may I answer your question? 

Taner. Certainly. 

r. McCoy. As you know, the stockpiling responsibility has really 
been transferred to the Office of Defense Mobilization from the 
Department of Defense and the Department of the Interior. 

The reason we mention stockpiling and conservation as a part of 
our justification is that with our knowledge of industrial capacity, 
that is, for the production of materials and the consumption of mate- 
rials that are needed in industry, we are in position to recommend to 
the Office of Defense Mobilization what consideration should be given 
to industrial needs, and the extent to which we can stockpile without 
affecting either defense production or the civilian production of the 
country. 


} 
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And, as Secretary Sheaffer suggested, we make recommendations to 
the Office of Defense Mobilization not only on the quantity of stock- 
piling but express opinions with respect to the rate at which it would 
be desirable to accumulate stockpiles in order not to adversely affect 
the stability of industry. 

The stockpile goals, Mr. Chairman, as vou knove, could be very 
high and the accumulation rate could be in accordance with such 
goals, but the accumulation of stockpiles at the expense of industry 
could close down industrial production We want to avoid that, and 
the Office of Defense Mobilization looks to us for our views and 
recommendations on stockpile policy and operations 


AMORTIZATION PROGRAM 


Mr. Taser. You have another situation in connection with duplica- 
tion of activities intimated here, where you have an activity involving 
maybe 75 people for handling the industrial accelerated depreciation 
requests. This seems to be an activity of every agency that comes 
before us. 

Mr. McCoy. Mr. Chairman, the primary responsibility for eranti 
certificates In connection with accelerated amortization is delega 
by the President to the Director of the Office of Defense Mobilizat 
The Director, in turn, delegates to agencies such as the Department o 


and making recom- 
mendations on applications from business. In the case of industrial 
facilities, for instance, our experts in the Iron and Steel Division, in the 


Chemical and Electronics livision, and others, are in positi to 
examine these applications and to evaluate the proposed new facility 
against, for example, the goals that have been established or recom- 
mended for a particular industry or product, not granted, but recom 
mended to the Office of Defense Mobilization Recommendations are 
made as to whether the tax amortization applications shail be granted 
or not, and, if so, for how much and under what conditions. 

Our divisions, again, such as the Iron and Sieel Division, to name 
one that has been important in this program, has developed an 
expansion goal proposal on iron and steel capacity for the Office of 
Defense Mobilization. The expansion goals indicate how much addi- 
tional capacity for steel ingots or finished or semifinished steel products 
will be required to meet our defense needs. 

The Office of Defense Mobilization does not have an iron and steel 
division or staff. The Department of Commerce has a division for 
Iron and Steel for this and other purposes The final authority 
on amortization rests with the ODM. 

Mr. Taner. That would simply mean that they would 
ODM for so much steel When they cel those applications for iron 
and steel, they would request the Department of Commerce, which 
in turn would request the Iron and Steel Division to supply the 
required information. 

Mr. McCoy. And for a recommendation, Mr. Chairman. Very 
briefly, Mr. Chairman, the Department of Commerce handles most 
of the industrial production facilities; the Department of Interior, 
power and petroleum; and the Defense Transportation Agency, 
transportation equipment. That is the general way that it has been 
distributed among the various agents having responsibility in these 
fields. 
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BUSINESS SERVICES 


Mr. Taser. What business services are performed by the National 
Production Authority that are not a part of the regular functions of 
the Department of Commerce? 

Mr. McCoy. Mr. Chairman, the National Production Authority is 
of course, an agency of the Department of Commerce. Our main 
responsibility, for which we are presenting an estimate here, is that of 
executing our responsibility in the defense-production program, as 
delegated to us under the Defense Production Act. In connection 
with that, and incidentally related to it, we are obligated, of course, by 
statute, to promote, foster, and develop the manufacturing industries 
of the United States 

We are in position, perhaps better than the Department has been in 
for a great many vears, to provide industrial information and services 
to other agencies of the Government needing such information. 

We have collected, as I have stated before, an immense amount of 
information, at the expense of business and the Government, which we 
will undertake to have utilived by Government, by any agency of the 
Government, and also by the Congress, which mav need such indus- 
trial information in connection with the responsibilities of the various 
avencles and committees of the Conecress. 

In our industry divisions, the Government has a service agencv 
with a trained staff that is well qualified in this field, backed up by 
a great amount of experience and useful information. We are called 
upon by business to provide information and assist them in connec- 
tion with problems relating to defense production. When defense pro- 
duction requirements decline, and companies become concerned about 
postdefense operations, our organization is in a position to provide 
service to those who request information and guidance, and we feel 
we are obligated to do so. 

Mr. Taser. That is a regular activity? 

Mr. McCoy. That is a regular activity 

Mr. Taser. That is not one of the things that you are coming up 
here to request this money for? 

Mr. McCoy. Mr. Chairman, I would say 

Mr. Rooney. It would seem so, if you look at page 12 of the 
justifications. 

Mr. McCoy. | would say that we will provide those incidental and 
related services to busmess in connection with this operation. 

Mr. SHearrer. I would like to interject here that we are, as I 
previously stated a moment ago, in the process of forming a Business 
Service Administration, which should be of service commoditvwise 
to the executive branch of the Government, the Congress, and inde- 
pendent agencies. It is our hope that we can, again, as the vears 
go on, provide a funnel through which the Government can be serviced 
with respect to individual businesses and industry, which has not 
been done for many years 

$y the same token, the Department of Commerce has its business 
service, and talks to tadustry and to business, and to a degree there 
has been a lapse in this work since the NPA came along. These 
functions were taken out and put in NPA on a limited scale and we 
are taking these back into the Department at this time. 
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But in addition to that, we hope to be able to service, as has not 
been the case for many vears, the Government and industry 

There are, for instance, so-called commodity specialists scattered 
throughout the various executive branches of the Government 
While we are not attempting at this time to sav who should or should 
not be displaced, we feel that if we are to serve the purpose, if we are 
to fill the bill, and have an adequate and up-to-date, organization for 
business services that is needed for each executive branch of the 
Government and independent agencies, their activities in this respect, 
will cease to exist. If this service or facility is to be in any one place, 
it should be in the Department of Commerce 

If the Department of Commerce cannot function as a 
department, as a service to the executive branch and to the inde 
pendent agencies and to Congress, and be the responsible representa 
tive of busmess, and as the factual and accurate organization with 
respect to business problems, and as to legislation on various matters 
affecting business, | do not know what department can. We think 
it should be our Department. We want this organization to grow 
too, but to divide it richt down nto collars and cents at this time as 
to how it is to be done, is an utter impossihil t\ Wel ave the probiem 
of carrving on defense functions, that is, the control functions, an 
at the same time trving to build 2 business service organizati ) 2 
this is not easy 

Mr. Roonsy. The request before us, Mr. Secretary, is not 
appropriations incubator? 

Mr. SHearrerR. No. We are requesting the return to a regular 
organization of the Department of Commerce of that which was 
transferred to NPA. We do not propose to establish a great big 
Federal bureaucracy, or anything of that sort, but to have a real 
business services organization as one of the legitimate functions of the 
Department. 

Mr. Rooney. I am not saying I disagree with you, Mr. Secretary; 
[I am merely pointing out what is going on here 

Mr. SHearrer. That is quite within your province, and I do not 
resent it, but I just wanted you gentlemen to know that our problem 
is a difficult one and that we are trying to do two things at one time 

Mr. Taser. I understand that this service is one of the regular 
activities of the Department. I wonder if the Defense Production 
Act carries you any further than the authorization acts of the Depart- 
ment of Commerce? 

Mr. SHEAFFER. You mean whether it is the right kind of an 
appropriation? 

Mr. Taser. | wonder if this is the place for that sort of an activity; 
in other words, if it is not the regular Department cf Commerce 
activity. 

Mr. SHearrer. Mr. Chairman, here is the reason we think that it 
belongs in the defense budget. When we start the fiscal year, we will 
start with a substantial defense-controls system. This is one of the 
things that we have to keep up but it is not the only function. Rather 
than being a separate activity, we are really going into a thorough 
integrated program at this time for industrial preparedness, using the 
mobilization base and the postattack plan program 


¢ 


ior an 
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In the aggregate, these functions take most of the people, and it is 
our major operation in the NPA over the vear. At the end of the 
year we hope we will have formulated a business organization, 

Mr. Taper. What will you do next year if there is no Defense 
Production Act? 

Mr. SHearrer. We do not think that for the fiscal year 1955, at 
least for the major portion of the year, we will be in the position of 
asking for a large defense appropriation, but that we will still have, 
for instance, some continuing mobilization base and postattack plan 
requirements. 


LEGAL DIVISION 


Mr. Taner. Will you turn to page 19 of the justification for just a 
minute, which gives the estimated number of employees for the legal 
division of NPA. On June 30, 1953, there are to be 29. In 1954 there 
will be a maximum number of positions, 43. Average number, 33, 
with a reduction in the field compliance section of 7. 

And another reduction of seven for June 30, together with a reduc- 
tion in the departmental 

I wonder why you would start a new activity with 26 more people? 

Mr. SHearrer. I think Mr. McCoy can answer that. 

Ir. McCoy. As we mentioned before, we have a complete alloca 
tion program for nickel, and certain other alloys. It is necessary if 
those allocations are to be effective, that we enforce the allocations 

restrictions on use 

Vir. Tanger. Who has been doing the enforcement up to date? 

Mr. McCoy. We have, but this is a carryover of the enforcement 

Mr. Taner. You had no activity according to this page, in this 
L¢ ld by iore? 

Mr. McCoy. The enforcement people who are in the field were 


carried on the Id-s rvice allotment 


. 
iit 
Mr. Taser. That is, the enforcement people were carried in another 


{pT 
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Mr. McCoy. They are taken out of another item, and we are now 
carrying the enforcement in this particular item I believe that is 
rl ht. 

Mr. Taner. Where were they carried before? 

Mr. McCoy. In the field service 

Mr. Nretson. Mr. Chairman, they were carried in the Office of the 
Field Service, which shows on page 1 that they were in the total of the 
1,288 positions in 1953. And, we are reducing the number of peopl 
in connection with the estimate to 52 people in the field. The com- 
pliance activity is being transferred over into the NPA operation in 
Washington. 

Mr. Taper. You mean these people in the field are being trans- 
ferred to Washington? 4 

Mr. Nietson. No; the positions are being carried under the regular 
NPA request 

Mr. Taper. You have how many there now? 

Mr. McCoy. Roughly we have as of May 31, 29 people. 

Mr. Nrevson. Yes. 

Mr. McCoy. We have 44 now, to be reduced to 29 at the end of the 
year—the end of this month. 





SMALL BUSINESS 


Mr. Taper. You have a function for small business of $172,000 
There is a Small Business Office that was create under statute, that 
has just passed the House, that is to take the place of the SDPA, 
which last year had a very substantial force. 

Mr. Rooney. About $3.7 million. 

Mr. Taper. That was the appropriation last year. 

Mr. Taner. What are you doing that these people will not do? 

Mr. Suearrer. The new Small Business Administration Act pro 
vides for the use of the existing facilities, where they are avaulabl 
rather than the creation of new facilities and independent faciliti 
The act requests the use of other facilities in the executive branch 

It is our feeling that the Department of Commerce should have 
very close liaison with independent Small Business Administratioi 
which thereby can utilize the Department of Commerce and 
various statistical agencies, with the staff that it has, and thereby 
eliminate the necessity for further facilities being set up within th 
Small Business Administration. We do want to be serviceable to 
that agency 

Mr. Rooney. Do they want you? 

Mr. Suearrer. Well, they are requesting our facilities 

Mr. Rooney. As | recall, the Department of Commerce opposed 
the formation of the Small Defense Plants Corporation. 

Mr. Suearrer. No; this is the Small Business Administration, sit 
We said we hoped that sometime this agency would come into the 
Department of Commerce, that we thought it belonged ther 
eventually. 

Mr. Roonry. Mr. Met ‘OY, am I accurate or inaccurate about that? 
Did not Secretary Sawver oppose that? 

Mr. McCoy. Speaking of Secretary Sawyer, yes, sir, but not the 
present Secretary 

Mr. Roonry. I was talking of the Secretary at the time it was 
formed, We must give this new Secretary a chance to get his breath 

Mr. McCoy. You are correct, Mr. Sawyer did oppose it. 

Mr. Roonry. Since those who thought as did Secretary Sawyer 
did not prevail, I think it is fair to say that they anticipated that 
since they did not prevail that this would be out, it would be finished, 
and the taxpayer would not have to pay for it. 

Mr. Suearrer. Let me say here that in our investigation of the 
small business activities in the executive branch of the Government 
and that included some independent agencies, including the $10 
million revolving fund for the SDPA, the total money now being 
spent, or spent during this past fiscal year in small-business activi- 
ties, amounted to a total of $28 million. 

This is the result of small-business activities in several depart- 
ments, in the Department of Defense, a large division in the Reconstruc- 
tion Finance Corporation and many others. That totaled up about $18 
milion, plus $10 million for the revolving fund, or $28 million spent 
through the executive branch of the Government for small-business 
activities. 

The new act provides for a close liaison with the various depart- 
ments, and since the Department of Commerce is a business depart- 
ment, and these are business activities, and we fulfill our expressed 
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hope of bringing that sometime into the Department of Commerce, 
we think a staff for full liaison is entirely justifiable. Here, again, 
how large it should be I personally cannot say. It ought to be a good 
staff for the purpose of utilizing our facility to their advantage and to 
the advantage of saving the Government money as a whole. 

Mr. McCoy. In the Defense Production Act, in section 204 (d) it 
provides for the Small Business Advisory Board of the Small Business 
Administration, of which the Secretary of Commerce is a member, 
and among other duties given that Small Business Advisory Board 
is 
it shall be the duty of this Board to periodically review operations of the Admi: 
istration and coordinate its funetions with other activities and policies of the 
Government. 

I think, in answering your question, Mr. Rooney, that does not 
exclude any other agency from having some activities relating to 
small business. I would presume that there would be no duplication 
and that there would be maximum collaboration between the agencies 
with respect to small business. 

Qur proposal here is primarily one of staff operation to advise us 
in our own Department about our operations as they may affect 
small business in the defense program, and also to provide liaison 
with the Small Business Administration. It is our understanding 
that the Small Business Administration will, by agreement with the 
Department, carry on things which they feel that they can best do, 
and that the facilities of our Departm« nt will be used to carry oul 
those activities which seem most appropriate for us to do in our 


organization 


Mr. ANDERSEN. How much money, Mr. McCoy, did you have for 
Ss same purpose last year, referring to this small business liaison? 
Mr. McCoy. Roughly $251,000. 

Mr. ANprerRsSEN. In the fiscal year 1953? 

Mr. McCoy. Yes, SIr. 


thi 


POSTATTACK AND MOBILIZATION PLANS 


Mr. AnpEerRsEN. Now, Mr. Sheaffer, I would like to know a little 
bit more about this so-called postattack plan, that is in a nebulous 
field, is it not? In the first place, what premise do you lay down to 
start with, as to what will happen in case of attack? 

Mr. SHearrer. In the first place, let me say to you, Mr. Congress- 
man, that I know the basic premise of the operation, but I do not 
know how it is to function. Here, again, the general policy is laid 
down by ODM, and he has to operate under that policy. 

The theory is, as I understand it, that we would encourage business 
to think in its every act of building, about the location of plants, and 
all of the things that go to expand a facility, how they are affected in 
that decision by a possible attack, a bombing attack and also to make 
plans, individual companies to make plans, as to where they would 
move, and what provision they would make in advance for such an 
attack. 

Mr. ANDERSEN. How many people did you say you were asking 
money for for this specific purpose? 

Mr. McCoy. Roughly, 150 man-years. 
Mr. ANDERSEN. That was my impression. 
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Mr. McCoy. That is the total mobilization base program. 

Mr. SHearrer. That is for both activities. 

Mr. McCoy. Yes. 

Mr. ANDERSEN. What lessons in connection with planning have we 
had from our experience in World War I1? This relates specifically, 
and mainly to all-out mobilization. It seems to me we were pretty 
well all-out mobilized at that time, were we not? 

Mr. SHEAFFER. You mean before the war? 

Mr. ANDERSEN. Yes; during World War II we did get to a point 
of all-out production, did we not? 

Mr. SHEAFFER. Just about, I would think. 

Mr. ANDERSEN. Would not that, in itself, be a pretty good blue- 
print as to what we should do in the future? 

Mr. SHEAFFER. You are speaking of postattack or mobilization 
base? 

Mr. ANDERSEN. I am speaking about full mobilization. You say 
these 2 are gathered under the head of 150 man-years. 

Mr. SHearrer. That is right. In the mobilization base program 
we have a problem which is entirely different from the one arising in 
World War II. 

Mr. ANDERSEN. Do you have much of a difference between 100 
percent mobilization in World War II from that which you anticipate 
in a similar position in case we have another all-out war? Just where 
would the difference be? Were we not producing everything that 
we could possibly produce during World War II at a certain stage? 

Mr. SHEAFFER. You are getting me into the kind of expert testi- 
mony that 1 am not competent to give. 


Mr. ANDERSEN. I am puzzled about how you anticipate utilizing 
this 150 man-years to advantage in these two particular items. 


STEEL INDUSTRY POSTATTACK PLAN 


Mr. McCoy. Mr. Chairman, I think it would be helpful in answer- 
ing your question if Mr. ¢ ‘hapel would give you an account of the 
postattack program as it applies to the steel industry, with which he 
is familiar. 

Mr. ANDERSEN. I would like to get any justification for this that 
there is. 

Mr. Cuare.. There are two phases, the mobilization base and the 
postattack plan. 

The postattack plan presents a new area of interest in this country, 
because we have never been bombed. 

The steel industry has been asked to consider what would happen 
if a certain facility were knocked out. That means as to how to 
replace or rebuild it, and what we would do about reapportioning the 
orders for the military to bring everything that would be knocked 
out of that facility on to other facilities either within the same com- 
pany, or within the industry. 

We have some experience from World War II by remote control 
from an inspection of the information that came to us from the 
damage done to the German industry, but this would be a new area 
for us to get into here because very many of the industries have never 
been subject to that kind of an attack. 

We believe that job can best be done by industry by simply posing 
the problem. We have posed it, and to that extent we have enough 
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facilities in steel industry to divide up the functions and analyze the 
situation. 

Let me, perhaps, be a little more specific about this. You might 
assume that we have an armor factory which is hit. We should make 
provision to rebuild that particular facility, but one of the key points 
in the steel industry is not the armor factory, but the water intake, 
so that industrywide our problem is really how to route water back 
into the plant. That is not a very involved operation from the 
standpoint of the Department of Commerce. 

Going over to the mobilization base side of the problem, in that 
case the situation is somewhat different. Technological progress has 
been made since World War II. For example, the jet engine in the 
airplane today poses a completely different problem for us mn terms of 
productive facilities than the old reciprocating engine of World War I] 

The essential concept that we first start out with is we will have to 
move into all-out mobilization much more rapidly than we did in 
World War I] 

To that extent we are trying to get the picture on the availability 


oO} the potential Ci pacity to do the IOb. as dl 


ramatized by the military, 
micht ay, ol a continuing basi _ also recognizing that if this war 
come we will have a civilian economic problem which is probably 
{ in World War I] 


that ! a 
ater than the austerity in this country 


‘some appraisal of that situation ahead of 
ve are marching y the right road when 

re com 
v, there is a planning job. : nit, r. Congressman, in 
that this could v0 On into a fantastic area, 


as a practical businessman, I do believe that 
hould be done for the safetv and protection of 
this country. 
Mr. ANDERSEN agree with you, but 150 man-years of planning 
] 


ot of planning and blueprints to me as a former civil 
engineer. Are we just going to make an unlimited number of plans 
and specification on this and then, perhaps, file them away to be put 
permanently into some archives which will never be brought out? 

What have we done with all of our plans that were drawn up back 
in World War I] in the various agence Ss of the Government? Are you 
reevaluating any of those, or are you starting from scratch with these 
150 people? Is it the idea to draw up entirely new plans in regard to 
mobilization base and postattack programs? 

Mr. SuHearrer. Of course, the postattack question is entirely new, 
Mr. Chairman 

ANDERSEN. You are starting from scratch on that? 
- SHearrer. We are starting from scratch in postattack. 
Anpersen. | still get back to mv old theory, that we had some 

plans in World War II as to mobilization, and for all-out production, 
and what did we do with all of them? Have we benefited to any 
extent whatsoever from them? Of course, jet engines are different, 
but a large percentage of the rest of the materiel would be the same. 
Steel would be the same, and railroad cars, and all of the wav down 
the line. Are we throwing all of those plans into the discard? Did 
we not have some plans at that time? 


] | 
SOUnaAS like 





Mir. CHare.. Yes, sit 

Mr. ANDERSEN. Are they filed away somewhere so that nobody 
knows where they are or just what has happened to them? That has 
ereated a doubt in my mind as to its practicability. If vou ea 
reassure me I will be glad to hear you. 

Mr. McCoy. The plan, as you call it, for World War Il, that 
preceded World War II, was not utilized, because, as vou will recall, 
it too< the Government from roughly 1940 until 1943 te put industrial 
production under complete control, and to get the end products 
wanted 

Mr. ANDERSEN. Yes, and I still recall those millions of dollars that 
this Appropriations C ommittee during 1939 and 1940 put on the tab 
for plans of various kinds. 

Mr. McCoy. It took 33,000 people in the War Production Board 
to do the all-out control job, 

We do not like to brag about this, but we did the job, somewhat 
differently, because we controlled all of a large civilian production 
with less than 5,000 people at the peak, and then decreased. 

You asked the question “Is there anything that came out of World 
War I] in experience, in production, materials controls and plans that 
is usable?” ‘The answer is yes, but there is a different problem and we 
have touched upon it. 

We will probably fight another kind of war if, unfortunately, we 
have to have another war. All mobilization p dann ing must be based 
upon some concept of a strategic plan. That strategic plan the 
be translated back into materials that you are going to 
prosecute that kind of war. 

Discussion off the record.) 


QUESTION OF DEPARTMENT OF COMMERCE PERFORMING DPA FT 
AS PART OF REGULAR ACTIVITIES 


Mr. Frenron. Is there anything in this program that the Comm 


Department could not do itself a 
ment of Government? 

ig * SHEAFFER. All of our defense activities, such as controls, 

ulk of the program is concentrated in the opening part of 
vear, ne tiall nN controls and con trol « xpenses, but you prog 
from a wartime activity to a partial peacetime activity, 

The three things, maintaining a mobilization base, which we ai 
directed to take care of by ODM, and the postattack planning, which 
is part of that, and then in addition to that an operational agence) 
plan, which must be kept up to date, as industry changes faster, and 
the operational plan for materials today and for allocations of materials 
today may be entirely different a year from today. 

This should not take a large staff, but it takes a continuous, up-to- 
date treatment, to keep the Department of Commerce ready in that 
particular agency to establish a wartime operating agency. 

That is where, in our opinion, the Department of Commerce has 
defaulted in the past. That is why independent agencies have been 
set up, and new personnel brought into the Government in great 
amounts because nobody was ready for an emergency, and our 
Department, as the operating agency, not the broad planning agency 
that ODM is, but as the operating agency of those war plans must 


Ss a reg lar function in that de} 
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keep their planning up to date. I do not mean that it is a large 
bureaucratic treatment, but it does require industry men who know 
the practical way to do it, the practical way to operate our mobilization 
program. 

There is a oe aspect to this undertaking. If we maintain per- 
sonnel on a w. o basis, on rotation, for instance, every 6 months 
of industry men within these various industry divisions, we will secure 
efficiency in the divisions’ operations, and also build up a reserve of 
men that are familiar with the requirements of the Government, and 
that can be called in in case of an emergency. 

Again, these men come down here and they start out on a war 
operation, and as the year ends we think it will be more of a peacetime 
operation, but there is no place to divide it. 

Mr. McCoy. I might suggest for you quite a number of projects 
which are underway for the mobilization base, which are cooperative 
projects with industry. 

For example, one of the most difficult production items in time of war 
is valves; valves for atomic energy, and valves for all sorts of purposes, 
We have always been short of valves in an emergency. 

In collaboration with industry we are making a comple te study of 
the capacity of industry to produce valves, at the same time deve lop- 
ing the all-out mobilization requirements by size of the valve, and by 
type of valve. This will show up, for example, a deficit in capacity 
that we at least will know about. We can either move to correct that 
deficiency, or knowing it exists, we will have to make our plans for 
military production in accordance with the shortage at the time an 
emergency breaks out and take account of the time required to get 
the production of the particular product into being, 

Industry feels, at least the ones we have consulted with to date 
(some 30 or 40), that this is a very practical approach. They are 
bearing most of the expense of doing this, traveling to Washington 
and traveling elsewhere in working out this problem. Of course, we 
have a part of this to do ourselves. We have the Government side 
of it, but the major portion of the expense of this kind of thing and 
time will be spent by industry. I am sure thev would not do this 
unless they felt it was useful and in order that they themselves will 
know what might be expected of industry in time of emergency. 


UTILIZATION OF MANPOWER IN MOBILIZATION READINESS PROGRAM 


Mr. Fenton. We hear a lot of talk about industry and that sort 
of thing in your proposed plan. Have you ever thought about doing 
anything about channeling, if you can, or suggesting if you can, the 
channeling of something that might be of benefit to that great stock- 
pile of unemployed human beings in certain areas of the country? 
You might eall it a stockpile of cannon fodder which becomes very 
useful to the country in time of war, but when it comes to postwar 
planning they do not seem to be very much concerned about it, at 
least they have not been in the past. Has any thought been given 
to exploring that part of the situation? 

Mr. McCoy. Are you referring, Doctor Fenton, to the utilization 
of manpower in this mobilization readiness program? 

Mr. Fenton. That is right. 
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Mr. Rooney. You are referring to that problem in the Wilkes- 
Barre and Scranton area that Mr. McCoy has been working on for a 
number of years? 

Mr. Fenton. That is right. 

Mr. McCoy. This phase of the readiness program is with the 
Department of Labor, | understand. I know that currently they are 
concerned with the utilization of manpower reserves we might need 
in time of war in those places where manpower is going to be available. 
Just how we are going to fit those two things together I do not believe 
we know yet. 

Mr. Fenron. You cannot tell industry to go into that, I understand 
that, but with the persuasive power and the talent we have now 
accumulated I thought it might be possible to help out areas of that 
kind that are in distress. 

Mr. AnpgersEeN. I would think, Dr. Fenton, that would be very 
well worth while and that ought to be a part of this plan. 

Mr. Fenton. Yes, it should 

Mr. ANDERSEN. | agree with you that if the Department is not 
taking that into couside ‘ration I do not think too highly of their plan 
Of course, as they say, they have nothing to do with manpower in 
this particular item. 

Mr. SHearrer. Dr. Fenton, in the particular instance to which you 
refer, we are endeavoring to lend every effort that we can to that 
particular spot. 

Mr. Fenton. There is certainly need in that parricular area 

Mr. Suearrer. We are trying to find means by which every encour- 
agement can be given to industry to locate there and in other spots. It 
happens that your spot is the pinpoint of one of our major studies 

Mr. Fenton. | know we still have the problem. 

Mr. SHEAFFER. Yes, sir. 

Mr. Fenton. What is the employment rate in the country now 

Mr. McCoy. You mean the total employment? 

Mr. Fenton. Yes, the total employment. 

Mr. McCoy. I am making a guess at 62 million. 

Mr. Fenton. How does that compare with the employment 5 years 
ago? 

“Mr. Foster. It was 58 million or 59 million at that time 

Mr. McCoy. I was going to sav between 59 million and 60 million 

Mr. Fenton. I am concerned about it and I think it is part of this 
whole general problem. 

Mr. Anperson, Certainly it is, Doctor, and we want to remember 
at the present time there are 12% million more people in the United 
States than there were 5 vears ago. We increase in populat on at 
the rate of 244 million a year, and certainly if the employment has 
not kept up with that, in proportion your problem has become 
accentuated. 

Mr. Fenton. I want to say we have tried to explore this problem 
over the years and I hope, with all deference to your concern about 
planning, Mr. Chairman, that we may get some plan toward that end 
which is satisfactory. 

Mr. McCoy. I do not want to infer here that Commerce was duck- 
ing any responsibility at all in connection with this by my statement 
that this subject is a particular delegation to the Department of 
Labor. 


> 
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Mr. Fenton. I have explored in every department in an effort to 
vet rid of the whole situation 

Mr. McCoy. I know you have, but I do think that one part of the 
plan ought to consider these chronic unemployment areas such as we 
have in your area and others. I believe yours is about the longest 
standing unemployment situation in the country. 

Mr. Fenron. It has become an exacerbation of a chronic condition 

Mr. SHEaAt We have had many conferences about it. 

Mr. Fenron. You mean to say that you have had some serious 
conferences in regard to it although nothing came of them. 

Mr. SHearrer. That is right. 

Mr. Davis. Who is the head of your Office of Small Business at the 
») 


nt time 


McCoy. James L. Keily 
INDUSTRY EVALUATION BOARD 


Mr. Davis. Who is head of your Industry Evaluation Board? 
Mr. McCoy. Mr. Kurt Rosinger. 
Mr. Davis. In a little more down to earth language than appears 
ju ions, can vou tell me what this Board does, and then 
of the information they are supposed to have what 

an ao § t? 

Mec The reason the Industry Evaluation Board’s activi- 
are included here is because that operation will be included with 
NPA operation It has heretofore been separate 
‘his operation started some 3 vears ago as a part of a program of 

| rity Council 
to loeate industrial facilities of a very critical 


2 or 3 sources of supply SO located that if 

sabotage on 1 or 2 facilities should occur, serious 

‘continuance of production would result in a number 

would be vital to the prosecution of defense pro- 

Upon identification and classification, corrective measures 

sort can be taken either through dispersal or through 
rotection of such facilities 

Davis. Have vou seen anv practical use that has been made 

information that has been collected over the past several 


sav that by the identification of these 
first, knowledge of how vital they are and 
result to a large segment of industry if anything 


then I do not think this is classified information, but 


measures have heen taken to protect such facilities. 


1) SCcUSss1IOn off the record. 

\Ir. Davis. | cannot see the point of having some 25 people doing 
that tvpe of work. It seems to me obvious that we must have business 
‘censuses and chambers of commerce and every other kind of organiza- 

that have information of that kind 
McCoy. A business census would not give us this kind of 
nformation, It would give the location of the plant and how much it 
produces, but it is the evaluation of the material and what it is used 
for, and particularly its application to military production and to 
highly classified uses in defense, that makes the facility important in 
this connection. 
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INDUSTRIAL ADVISORY COMMITTEES 


Mr. DaAvIs Have your industrial advisory committees becom 
of much lesser significance as a result of what is happening to the 
NPA program? 

Mr. McCoy I would sav rather that they still have the same 
significance to us as advisory groups, but we are utilizing them less 

Mr. Davis. They are much less active? 

Mr. McCoy. Less active since we have decontrolled civilian 
production. 

We do hold industry advisory committee meetings 
them necessary in connection with the administration of the military 
assistance program, With mobilization readiness, and to test-check 
other mobilization activities we have referred to. There are a less 
number of meetings now 

Mr. Davis. How many industry advisory committees do vou have 

Mr. McCoy. There are roughly 550 in existence today 

Mr. SHEAFFER. How many of those are active? 

Mr. McCoy. I would say that recently we have not 
more than 8 or 10 advisory committees a month, about 
week 

f AVIS 


the record thre a) 


st in this que tio 

lustry we have an overall advisory 
Givision “aavisory committee Wi 
iIndustrv advisory committees al 
500-and-some-odd committe 
Stainless Steel Advisory C 
Sheet Advisor 
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Instance, 
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to do with the ! 
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a Government operation with a private business operation 


Know whether business can take it over adequately ; whether 
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save money and can certify to that fact; and whether it is a practicable 
transfer before we can say that, in any one instance specifically, here 
is What the industry savs can be done if it takes over a business that 
the Government is operating. 

Mr. Davis. Are Vou Ss} eaking of the NPA advisory committees 
now? 

Mr. SuHearrer. I am speaking of the NPA advisory committees 
that will go into the Business Services Administration setup in the 
transition 


Mr. McCoy. I might add to Mr. Sheaffer’s statement by saying 


that quite a large number of the existing advisory committee members 
have asked that the committees be maintained on a standby basis 


FIELD COMPLIANCI GROUP 


Mr. Davis. I notice in the justifications that there is apparently 

»a “Field compliance” group in the Office of the General 
Counsel which has not existed heretofore. Is that a fair conclusion 
to draw from the justifications? 

Mr. McCoy. The compliance force in the field exists now. It is 
listed in the “Field service” appropriation. We are merely trans- 
ferring the field compliance after July 1 to this particular item, rather 
than carrving it in the “Field service.”’ 

Mr. Davis. It does not mean there is anv difference in the work 
they will be dome or unvthing of that kind? 

Mr. McCoy. No, sir. 


Mr. Davis Simply a different bookkeeping 


») 

Mr. McCoy. Different bookkeeping and different administrative 
arrangements Our General Counsel feels it would be better if we 
had direct jurisdiction over the compliance investigators. There will 
be fewer people, of course, than we have had. 

Mr. Suearrer. That goes from 43 down to 23, vou will notice. 

Mr. Davis. The figure 29 is not comparable to the figures of 43 


and 33 shown on page 19 of the justifications? 
Mr. McCoy. No, it is not, in that sense. 
Mr. Davis. What is the comparable figure to the 43 and 33 and 23, 


for instance, as of June 30, 1953? 


ou, 

Mr. McCoy Maybe I answered too hastily. The 29 is estimated 
for June 30, 1953, and is the number now in the field. 

Mr. Murpuy. This should be 44, and then they would be com- 
parable. Put a 44 under the 29. 

Mr. Davis. The field compliance as of June 30 you estimate will 


be 44, which would mean a total of 73 to compare to the 43 and 33: 


is that correct? 
Mr. Murpuy. That is correct. 


SERVICES PERFORMED BY OTHER AGENCIES 


Mr. Davis. There are several instances here of funds for services 
for other agencies which are large in amount. It makes you wonder 
whether the Defense Mobilization Director does not have the author- 
ity to require those agencies to furnish that material to you without 
your separately allocating funds to them. 

Mr. McCoy. I believe you make reference to the amount, for ex- 
ample, of $620,000 for services performed by other agencies? 
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Mr. Davis. That is correct. 

Mr. McCoy. That is largely for the Bureau of the Census, to tabu- 
late information that we will secure in connection with the keeping of 
our mobilization information up to date. That is within our own 
department, of course; and the Census Bureau is adequately prepared 
to take care of a tabulation of that sort. 

Mr. Davis. Who outlines what the responsibilities of the Bureau 
of the Census will be? 

Mr. McCoy. We do. 

Mr. Davis. The Secretary of Commerce would have that authority, 
would he not? 

Mr. McCoy. We have a statistical program for the collection of 
information agreed on, I may say, by the Office of Defense Mobiliza- 
tion, as being necessary in connection with mobilization readiness. 
Then the job of sending out the forms and collecting them and tabu- 
lating them is given to the Bureau of the Census. This figure is 
about half of what it was last year. 

Mr. Davis. Is this the kind of information you would call emer- 
gency information, or is it something you probably anticipate would 
be required on a permanent basis? 

Mr. McCoy. This is information which is needed if we are to keep 
current that information collected over the last 2 or 3 years on the 
consumption of materials by industry and by product. We held 
conference with some 20 representatives of business 3 weeks ago to 
ask their opinions and viewpoints on the continuation of the collec- 
tion of this kind of information. We felt that it would be a burden 
on business. We wanted to explain why we were proposing, at least 
with an open mind, as to whether we should continue it or not, in 
view of the experience of these people in business with our control 
program, 

This group recommended that the program be continued for at 
least another 2 quarters or so until both business and Government 
could agree upon whether it should be continued indefinitely or not as 
a part of the mobilization readiness program. 


DUPLICATION OF OFFICES SERVING SMALL BUSINESS 


Mr. Gary. Why is it necessary, since the Department of Commerce 
has regional offices all over the United States, to duplicate that service 
with the Small Business Administration offices all over the United 
States? 

Mr. McCoy. Were you referring, Congressman, to the establish- 
ment of offices by our Department or by the Small Business Admin- 
istration? 

Mr. Gary. The Department of Commerce has offices all over the 
United States. 

Mr. McCoy. Yes, sir. 

Mr. Gary. Now, the Small Business Administration comes along 
and establishes another office in the same locality. Are you not doing 
the same thing? 

Mr. Saearrer. I do not know that there is any prescription in the 
new bill for the Small Business Administration to do that, or whether 
there could be a collaboration between the Department of Commerce 
and the Small Business Administration. The SDPA has widely 
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established offices all over the country. They have opened up a 
number of offices within the last 6 months; new offices. 

Mr. Gary. That is just what I am talking about. We have an 
office for the Department of Commerce in Richmond. We have an 
office for the Small Business Administration in Richmond. We do not 
have anything but small business in Richmond. Now, if the Depart- 
ment of Commerce is not serving small business, who are they serv- 
ing in the Richmond area? 

Mr. SHearrer. Well, we certainly are serving small business a 
great deal more than big business all over. The majority of our prob- 
lems are small-business problems, sir. 

Mr. Gary. Big business can provide the information it needs for 
itself. 

Mr. SHearrer. And very readily does, most of the time. 

Mr. Gary. Exactly. 

Mr. SHearrer. What I would like to say is that the SDPA, to 
which | referred, is to go out if the bill is passed by the Senate, and 
what the new agency would do in that respect remains to be seen. | 
refer to the Small Business Administration. 

Mr. Gary. That is a third one coming in now? 

Mr. SHearrer. That takes the place of SDPA. 

Mr. McCoy. I would like to have Mr. Joseph Mack of our field 
service answer Congressman Gary’s question about what the SDPA 
offices do in the case of Richmond, that our offices do or do not do. 

Mr. Mack. Of course, our offices have been established for many 
vears in most of these cities. During the past year we have reduced 
the number of our field offices from about 90 at the beginning of the 
fiscal vear down to 42 at the end of this fiscal year. The SDPA 
offices have specialized in certain things such as, for instance, procure- 
ment. They are also performing some functions we have not per- 
formed in connection with the assistance on loans, certification of 
loans to the RFC, and things of that character. 

Our functions, of course, cover a wider range of business. We 
cover all phases of both domestic commerce as well as foreign com- 
merce, but the SDPA functions have been related very largely to 
these 2 or 3 fields of which I speak; procurement, assistance on finance, 
and certification of small industries to take contracts. I believe the 
SDPA has actually taken some contracts themselves. 

Mr. Gary. What is the new administration going to do? 

Mr. Mack. As of now I really do not know, Mr. Congressman. 

Mr. Gary. I think it is a duplication of effort. If we keep on 
permitting these organizations to build up one on top of another in this 
country, we are going to bankrupt the United States. I just do not 
see any need for it. One organization could go in there and do the 
job. 

If the Department of Commerce is not doing the job and it is 
necessary to open up or start a new organization, then they ought to 
close the Department of Commerce Otfice because it did not do an 
efficient job. If they are doing an efficient job it is not necessary to 
open up another office. One organization could take care of the 
whole field, because certainly in large sections of the country you do 
not have big business in the sense you have it in some highly congested 
areas. 
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What big business we have in Virginia consists largely of branches 
of big business organizations established elsewhere. Most of the 
business activities in Virginia are small-business activities. Certainly 
you do not need two different agencies to service the small business 
in Virginia. 

That would result in a useless expenditure and a waste of public 
funds. I hope that one of these days we will reach some sanity in 
that respect and consolidate our agencies and have one agency to 
do an efficient job, rather than two of them working in competition 
with one another. 

Mr. AnpersEeN. Mr. Sheaffer, could you have placed in the record 
at this point a list of your field offices of the Department of Commerce 
and also a list of the field offices of the Small Business Administration? 
Could we have two tables showing those? 

Mr. Roonny. And where, if anywhere, they are using the same 
premises. 

Mr. AnpERSEN. Yes. Please show where, if anywhere, they are 
using the same premises or the same facilities. Let us get into the 
record at this point a full evaluation of the point Mr. Gary has brought 
up. I think it is very worth while. 

(The information is as follows:) 


Cirres IN WuicHh DEPARTMENT OF COMMERCE AND SMALL DEFENSE PLANTS 
ADMINISTRATION HAvE ESTABLISHED FIELD OFFICES 
SAME CITIES 


Departme nt*of Commerce Small Defense Plants Administration 


Atlanta, Ga. 
Baltimore, Md. 
Birmingham, Ala. 
Boston, Mass.! 
Buffalo, N. Y.! 
Chicago, IIl. 
Cincinnati, Ohio 
Cleveland, Ohio 
Dallas, Tex.! 
Denver, Colo.! 
Detroit, Mich. 
Houston, Tex. 
Indianapolis, Ind.? 
Kansas City, Mo.! 
Los Angeles, Calif. 
Minneapolis, Mirn.! 
Nashville, Tenn.* 
New Orleans, La.! 
New York, N. Y. 
Oklahoma City, Okla.! 
Omaha, Nebr.! 
Philadelphia, Pa.! 
Pittsburgh, Pa.! 
Portland, Oreg. 
Richmond, Va. 

St. Louis, Mo. 

San Francisco, Calif.! 
Seattle, Wash. 


1 Occupy offices in same building 


* Closed August 29, 1952. 
§ Closed December 31, 1952 


Atlanta, Ga. 
Baltimore, Md, 
Birmingham, Ala, 
Boston, Mass.! 
Buffalo, N. Y.! 
Chicago, Ill. 
Cincinnati, Ohio 
Cleveland, Ohio 
Dallas, Tex.! 
Denver, Colo.! 
Detroit, Mich. 
Houston, Tex, 
Indianapolis, Ind. 
Kansas City, Mo.! 
Los Angeles, Calif. 
Minneapolis, Minn.,! 
Nashville, Tenn. 
New Orleans, La.! 
New York, N. Y. 
Oklahoma City, Okla.! 
Omaha, Nebr.! 
Philadelphia, Pa.! 
Pittsburgh, Pa.! 
Portland, Oreg. 
tichmond, Va. 

St. Louis, Mo. 

San Francisco, Calif. 
Seattle, Wash. 
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ADDITIONAL CITIES 


Department of Commerce Small Defense Plants Administration 
Albuquerque, N. Mex. Davenport, Iowa 
3utte, Mont. Madison, Wis. 


Charleston, 8. C. 
Cheyenne, VW vo 
Des Moines, lowa 
E1 Paso, Tex. 
Hartford, Conn. 
Jacksonville, Fla 
Louisville, Ky. 
Memphis, Tenn. 
Miami, Fla. 
Milwaukee, Wis. 
Mobile, Ala. 


Phoenix, Ariz. 
Providence, R. I. 
{eno Nev. 


Salt Lake City, Utah 
Savannah, Ga. 


Mr. Rooney. This is a very worthwhile point, or it was about a 
vear back, at which time some of us on the Department of Commerce 
Appropriations Subcommittee thought that the Department of 
Commerce was better equipped than any new organization to handle 
small business problems. But the Congress overwhelmingly created 
the Small Defense Plants Corporation. That is the answer. 

Mr. Gary. I agree with you thoroughly, and I stood up on the floor 
and fought it when the appropriation came up. If you will recall, I 
was practically the only one who stood up on the floor and fought it. 

Mr. AnpERSEN. That is why, gentlemen, I think it is all the more 
important to have this detailed information in here which I have 
requested. 

Mr. Gary. Exactly. 

Mr. Suearrer. Mr. Chairman, I would like to point out one thing 
which I do not believe is apparent: That is, that there is an opportu- 
nity here to accomplish something, since the SDPA, which has a large 
number of offices now, goes out of business. 

Mr. AnpreRsEN. Now is the logical time to evaluate it, then, is it 
not? 

Mr. Suearrer. Yes, sir.% The Small Business Administration 
comes into being, as a replacement but not as an added organization; 
as a substitute for the SDPA. That has not yet passed the Senate, I 
believe. 

Mr. Anprersen. Let us get this straight. In the first place, the 
Small Business Administration is not a substitute for the SDPA, is it? 
It is a complete new organization, as I understand it. 
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Mr. SHearrer. Yes, but SDPA is going out. 

Mr. AnpEeRSEN. Certainly. 

Mr. McCoy. June 30. 

Mr. Suearrer. You do not place the Small Business Administra- 
tion on top of the SDPA. 

Mr. Gary. No, but you put the SDPA on top of the Department 
of Commerce. The Department of Commerce already had offices in 
these various localities and was already performing services for small 
business. Then we established the SDPA and they opened up offices 
to do exactly the same thing. Now we come along with a Small 
Susiness Administration, and this is to take the place of SDPA, and 
nobody knows, but I am quite certain that if something is not done 
about it they will have offices probably in every hamlet in the entire 
United States, and every post office. 


HOUSEKEEPING PERSONNEL 


Mr. Rooney. Mr. Secretary, I want to make sure I understand 
these figures correctly with regard to housekeeping jobs under this 
budget. It would appear that as of the 30th of this month you will 
have in the Office of Administration 123 employees to housekeep 
1,164; or more than 1 out of every 10 employees for housekeeping. 
Does that not seem to you as a businessman to be quite high a ratio? 

Mr. SuHearrer. You refer to the Office of Administration? 

Mr. Rooney. Yes. These are the people who do the housekeeping; 
personnel, security checks, and so on. 

Mr. Murpuy. That number would be cut to 95 July 1. There is 
the problem of people who go off the payroll. 

Mr. Rooney. Let us stay with my figures, and not consider what 
is going to happen. We will get to what is going to happen under 
this budget in a minute. 

Right now you tell us the estimated employment as of June 30, 
1953, in the Office of Administration for housekeeping will be 123, 
to housekeep 1,164 employees. That is more than 1 for every 10 
employees. 

Mr. SuHearrer. That is the end figure? 

Mr. Rooney. That is the last day of the fiscal year. 

Mr. SHearrer. That is the last day of the fiscal year. 


Mr. Rooney. I understand that. I want your comment with 
regard to that ratio. 


Mr. SHearFer. | think that is-a high ratio 
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Mr. Rooney. I think so, too. But under this budget, Mr. Secre- 
tary, you propose prac tically the same ratio 1 year from now, when 
you propose to have 59 employees to housekeep 660. 

Mr. Murpny. That is right. It is about 1 for every 10. 

Mr. Rooney. Of course it is right. These are the figures we are 
looking at righ now. 

Mr. Murpuy. That is right. 

Mr. SHearrer. It seems high to me. 

Mr. Rooney. It certainly does. I think you ought to look into it. 

Mr. SHearFrer. I shall. 


FIELD SERVICE 


Mr. Nrevson. Mr. Chairman with your permission I would like to 
offer for the record justification statements for other defense produc- 
tion activities of the Department. 

(The matter referred to follows:) 


STATEMENT IN JUSTIFICATION OF FIELD SERVICE, UNITED STATES DEPARTMENT 
oF COMMERCE—SALARIES AND EXPENSES, DEFENSE PrRopucTIoN ACTIVITIES 


Included in the estimates is an item for $290,000 for 52 positions to provide for 
a small staff in field offices of the ‘Daetins nt of Commerce to deal with the 
business public on matters relating to controls authorized under the Defense 
Production Act. 

Since the inception of the National Production Authority, field service has 
played an important part in the administration of the regulations on production 
and material controls issued by the agency. The maintenance of a small field 
staff will enable businessmen affected by the controls to continue to deal with the 
agency on a local basis 

The principal functions of the field staff will be: 

1. Explanation a interpretation to inquirers by personal calls, telephone, 
and corre spond nee relative to requirements and operation of the defense materials 
system, and othe c yntrol measures, 

2. Interpretations of and information on revised M orders, amendments and 
directions issued thereto, particularly on specific prohibited uses, and the fur- 
nishing of information on self-authorization procedures contained in M orders, 
as amended. 

3. Expediting assistance on production equipment and material bottlenecks 
involving direct defense contracts as well as other essential components. 

4. Assistance in expediting delivery of machinery and equipment to meet 
civilian production se 7 edules and prevent layoffs of employees. 

5. Locating mill schedules with open capacity available for placing orders. 

6. Explanation of requirements with respect to, and assistance in preparation 
of requests filed with the National Production Authority for priority assistance 
to producers and contractors of defense supporting items. 

The estimates provide for an average employment of 50 people during fiscal 
1954 compared to 705 during fiscal 1953. Current employment is 115 which will 
be reduced on July 1, 1953, to 52. 
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DEFENSE AIR TRANSPORTATION ADMINISTRATION 


STATEMENT IN JUSTIFICATION OF DEFENSE AIR TRANSPORTATION ADMINISTRA- 
TION, UNITED STATES DEPARTMENT OF COMMERCE—SALARIES AND EXPENSES 
DEFENSE PROpUCTION ACTIVITIES 


Included in the estimate is an item of $76,000 for 6 full-time positions and 2 
part-time and temporary positions, compared to 14 permanent and 2 part-time 
and temporary positions during fiscal vear 1953 

The Defense Air Transportation Administration is responsible for the following 
functions and activities: 

Allocation of aircraft and the Civil Reserve Air Fleet—Allocation of civil trans- 
port aircraft in support of military planning and commercial war supporting 
uses is underway. Approximately 300 four-engine long-range aircraft, repre- 
senting 40 percent of the Nation’s air carrier capacity, have been specifically 
designated to direct military support in the Civil Reserve Air Fleet, under agree- 
ment between the Secretary of Defense and the Secretary of Commerce. Modifi- 
cation of these aircraft to meet essential military requirements for operation 
within 48 hours is in process, and should be accomplished by mid 1954. Periodic 
reviews of the fleet allocation are required as military war plans are developed or 
changed and in accordance with changes in the inventory of civil aircraft 
Detailed operational and logistical plans are being developed envisioning a world- 
wide operation in support of military requirements, and stockpiling of spare 
parts at specified strategic locations will be done as rapidly as the requirements 
are known and the inventory can be accumulated. Approximately $25 million 
of the Department of Defense funds have been appropriated for this stockpiling. 

Air priorities —An Air Priorities Board consisting of a representative of the 
Secretary of Defense and the Administrator of DATA representing the Secretary 
of Commerce has been established. This Board has been created to determine 
policies required for the operation of a single worldwide air-priorities system 
controlling traffic on military and civil transport type aircraft in the event of war 

Manpower.—Two industry-Government advisory groups have been established 
by DATA to seek solutions to the multiple and difficult problems presented by 

he potential manpower shortage, one for the CRAF and one for the combined 
CRAF-War Air Service Pattern operation. 

Accelerated tax amortization and defense loans —DATA has continuing respon- 
sibility for recommending tax amortization and defense loans for expansion of 
air transportation facilities. Of the expansion goal of 600 transport aircraft, 
applications covering 364 have been processed and DATA will be responsible 
for processing applications for the remaining 236 aircraft in the goal. 

Aviation war risk insurance—Under Public Law 47, 82d Congress, DATA is 
responsible for the aviation war risk insurance program. Basic documents 
necessary for this program have been completed \ finding that war-risk coverage 
is not available for the air-transportation industry has been made by the Secretary 
of Commerce and approved by the President, but future measures and planning 
are required to place the program in operation. If full-scale hostilities should 
occur today, the maritime industry would be covered by war risk insurance but 
the air transportation industry would not. 

Civil defense.—In conjunction with the Federal Civil Defense Administration 
DATA is developing plans for the use of airline and nonairline aircraft in the 
event of a civil defense emergency. 

DATA is able to carry forward its work on the above projects with such a 
small staff only because of the splendid cooperation and assistance furnished by 
the air carrier industry and advisory groups made up of air-carrier industry 
experts and representatives of interested Government agencies. 
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OFFICE OF INTERNATIONAL TRADE 


SALARIES AND EXpENSES, DEFENSE PRODUCTION ACTIVITIES, OFFICE OF 
INTERNATIONAL TRADE 


The allocation of $75,000 is required in order to provide the salaries and 
expenses of 12 persons for work authorized by the Defense Production Act and 

legated to the Office of International Trade. The work to be covered by this 
allocation includes: 
1. Determination of the requirements and assistance to foreign countnes in 
procuring equipment and materials required by them particularly for their defense 
programs. This work covers the direct responsibility of the Office in the adminis- 
tration of the foreign side of the priority assistance program which is to be main- 
tained for United States and foreign military programs. 

2. Participation in the defense mobilization readiness program, supplying to 
the program the information and analysis necessary to assess the foreign require- 
ments the United States would be required to meet in the case of an all-out war. 
This work involves assessment of foreign requirements against the United States 
and United States requirements against foreign countries, with an assessment of 
the materials and equipment the United States would probably have to supply in 
order to assure imports of materials needed. 





« 


OFFICE OF THE SECRETARY 


STATEMENT IN J TIFICATION OF OFFICE OF THE SECRETARY SALARIES AND 
EXPENSI DrFENSE PRODUCTION ACTIVITIES 
rhe est neludes $150,000 and 30 positions for this item. The Office of 





rovides certain administrative services to the National Production 
Authority and to other organization components of the Department engaged in 
j 
A 











defense production activities, and in addition undertakes to provide policy 
guidance and direction to certain staff operations 

The administrative services include printing and distribution of all orders, 
regulations, forms, and other materials related to defense production activities; 
r elving as pp 1 é f materials: maintaining eccounts and payrolls 
for defense activiti« other than the NPA: eonducting loyalty investigations for 
all defense activities: and general administrative services such as mail, files, 
correspt nde ce, communications, and libr services not otherwise provided 


Staff guidance and direction involves such matters as providing the point of 


fiscal control within the Department for the administration of the defense produc- 





tion appropriation including the review and approval of all fiscal plans to assure 
the most effective use of appropriated funds: providing a close surveillance of all 
administration activities to insure conformance to law and regulations 
cts of personnel administration, as well as providing guidance for the 





and equitable administration of reduction-in-force programs; and finally, 
the Office of the Secretary provides the point of coordination and final clearance 


on all matters relating to the legal aspects of the Department’s overall responsi- 
I in defense production, including liaison with congressional sources on 


defense legislation and related legislative proposals, handling all legal work in 
connection with the Department’s defense transportation responsibilities and 
advising the Secretary of the legal implications of proposed administrative actions 


stemming from operations under the Defense Production Act of 1950, as amended 


Mr. ANDERSEN. Thank you, gentlemen. 
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DEPARTMENT OF AGRICULTURE 
FRIDAY, JUNE 19, 1953. 


WITNESSES 


MARCUS B. BRASWELL, DEPUTY ADMINISTRATOR, PRODUCTION 
AND MARKETING ADMINISTRATION 

R. P. BEACH, BUDGET OFFICER, PRODUCTION AND MARKETING 
ADMINISTRATION 

FRED J. ROSSITER, ASSOCIATE DIRECTOR, FOREIGN AGRICUL- 
TURAL SERVICE 

O. V. WELLS, CHIEF, BUREAU OF AGRICULTURAL ECONOMICS 

KARL D. LOOS, SOLICITOR, OFFICE OF THE SOLICITOR 

JOSEPH C. WHEELER, DEPUTY DIRECTOR, OFFICE OF BUDGET 
AND FINANCE, DEPARTMENT OF AGRICULTURE 


SALARIES AND Expenses, DEFENSE PRODUCTION ACTIVITIES 


Amounts available for obligation 


Act } ) Estimat I it 
1953 4 
Appr pr 1 or $2, OOF 0 
Reim burse ts I cco $ y ‘ 
I available f t 1 j y 2 Yi 
Unob! i balan ( 4 Savi! } 
Obligat incu 1 i } 
j 
Obligations by activities 
Act I k 
eser r 
4 
Direct Obligations 
I nd Market Admir ior 
Requirements and allocations $1.14 7 $716, 800 $104. 140 
b) M ials and t 4. 748 2 RA 
i Subtotal 2, 97 ) 1, 711, 548 263, 000 
F¢ t Sarvia 
g lst i t he ( | forest pr cts 
i it stries, and other technical assistance, ur 
i Defense Production Act 78. 406 10. Of 
| 
| 
i For A ulturalS ice 
Requirements and allocati OK 
| Agricult il machinery | SOY My 
| Con ity anelysis of | { 41, OO ”) 
| 1) Ar i tentisl rei for | 
States raw material require nt 10, 82 » 000 » 000 
Subtotal 105, 934 77. OM { Th 
Bureau of Agricultural Econom ic 
(a) Preparation of data on farm wages, farm labor supply 
ind requirements 3, 545 67, 000 2, 000 
(b) Development of production capacities and require- 
ment 21. ORE 10. 000 
( Special estimates in crop and livestock price fields 41, 212 29. 000 


Subtotal : od eas Jéenanotine 95, 843 | 106, 000 32, 000 
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Obligations by activiti2s—Continued 


1952 actual | 1953 estimate | 1954 estimate 


350, 000 
irsements From Other 


and forest products indu 


nnder ft 


350, 000 


Obligations by objects 


Actual, 
1952 
MMARY 


Services 


— 


725 
,475 


300 


380 


il direct obligatior 3, 413, 5 l af 350, 000 


Obligations Payable Out of Reimbursements From Other Accounts 


1, 991, 641 350, 000 
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Detail of personal services 
J FT 


Departmental 
Genera! schedulk 1 
Grade 18. Rate of $14,800 
Special assistant 
Grade 16. Rang 
Bran¢ 
Grade 1 
dmin 
Brat 
Cc} 
Chief, program 
Chi office 
Deputy brar 
Grade 14 
Administrative I : 30, 80: 
Agricultural economis 79. GOK 
int to the « § nH 
t chief I i S 9. 60 


600 


800 


Grade 10. Range $5,500 to $6,250 
Statistical officer 
Grade 9. Range $5,060 to $5,810 
Administrative assistant 
Agricultural economist », 355 | 32, 985 
Analytical statistician i 2) 870 
Commodity specialist 2 
Forest economist ; 5. 060 
Industrial analyst ; k 5 , 120 
Industrial specialist 5, 81 810 
Marketing specialist f 810 
Grade Range $4,620 to $5,370 5, 245 
Grade 7. Range $4,205 to $4,955 { ( > 5a) 
Grade 6. Range $3,795 to $4,515_- / O45 
Grade 5. Range $3,410 to $4,160 5 Q1f : 080 
Grade 4. Range $3,175 to $3,655 51 ) ] 395 
Grade 3. Range $2,950 to $3,430 3: 5, 930 
Grade 2. Range $2,750 to $3,230 ‘ 
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Detail of pe rsonal service 


Actual, 1952 
Num T 
ber sa 
Dey t ital—Cont ied 
( te : S 
grade 
G1 R $ 2 $3,032 6 $ 
I al pe ane ent 401 2, 372 
Ded 
Laps 33.3 67 
I 
ther 39. 4 208 
f 0 
Ad 1 : 
x 7 85 
N 
4186 2.8 


R x , 
11 
I t } Over 
All part 
I a7 
F le 
‘ 1 
( I I $ $ 
A or 1 
A ur 1 f 
( ‘ ie ¢ 4 S58 
S 1 
( ¢ ¢ 1 
( 4. J $ 1 
Gr I $9 9 . 2 
ta) . - 
A her ae 
r t pn 
I 
7 4 
2/.4 
5 - 
Part-t ( I 
W. a. ¢ 
I ry 2-w 
A S 8 
01 ynal se Of 
~ ler t } 1 
ule 1 foll 
1) , ; 061 
( 1 bl yu t Ci 
1 fr th 1 
of fi € 061 


Mr. Taser. We will now take up 
production activities, Department of 


s—Continued 


Estimate, 1953 


832 5 


486, 032 


903 


000 


6, 910 





ROD 


Af 1, 820, 290 


Acriculture.”’ 





Estimate, 1954 


Num- Total 
ber salary 
| 
| 
60 | $388, 940 
43, 518 


6 | 


5.2 44, 452 
3 31, 218 
1.8 332, 188 


333 


2, 950 


2, 950 


336, 445 


336, 445 


336, 445 


“Salaries and expenses, defense 
This estimate, 


amounting to $350,000, is contained in House Document No. 176. 
Mr. Andersen, will you proceed? 
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SUMMATION OF BUDGET REQUESI1 


Mr. AnpeRSEN. Mr. Wheeler, I believe we will have you give us 
a short summation of what is proposed here. 

Mr. Wueever. Mr. Andersen, this estimate is for $350,000 for 
the defense production activities of the Department of Agriculture 
in 1954. 

This covers employment directly engaged in carrying out responsi- 
bilities under the Defense Production Act and is for allocation among 
four agencies of the Department. In previous years similar funds 
have been allocated among seven agencies. 

The principal agency involved is the Production and Marketing 
Administration, and the Deputy Administrator, Mr. Braswell, and 
the budget officer, Mr. Beach, are here to testify on that. Mr. 
Rossiter is representing the Foreign Agricultural Service, Mr. O. V. 
Wells, the Bureau of Agricultural Economics, and Mr. Loos, the Office 
of Solicitor. 

I might say that this sum of $350,000 is restricted exclusively to 
employment of a small nucleus staff devoted to this activity alone. 
In addition to the costs represented here, there would be contributed 
time, and money, particularly in the commodity branches in PMA, 
and in other divisions throughout the Department as needed. 

That procedure would be authorized under the gencral provision 
submitted to the committee, which is the same general provision as 
section 1411 in last year’s appropriation, 


PRODUCTION AND MARKETING ADMINISTRATION 


Mr. ANDERSEN. Now, Mr. Wheeler, the bulk of this, as you say, 
has to do with the Production and Marketing Administration, so I 
presume we better have Mr. Braswell take over at this point 

Mr. WHEELER. Yes, sir. 

Mr. Braswei. Mr, Chairman, and gentlemen of the committce, 
we are requesting $263,000 for expenses of defense production activ- 
ities in the fiscal year 1954. 

That represents 37 man-years, which is a decrease from comparable 
figures of 452 man-years in 19! 52 and a decrease from 254 man- years 
in 1953. 

We feel that this amount is that required to finance just a bare 
nucleus staff, primarily of specialists, who are required to do the mini- 
mum work toward fulfilling the responsibilities delegated to the 
Production and Marketing Administration. 

It is contemplated that any defense work necessary outside this 
small staff will be financed from regular funds but-recorded as costs 
of defense production activities. 

With the possible exception of work on a fruit and vegetable set-aside 
order, it is estimated that no other organizational unit in PMA will 
have to have any employees specifically for defense work. 

Our cost distribution system is such, however, that we will have to 
record the time spent by regular employees outside the Defense 
Mobilization Activities Unit which would not be necessary in their 
regular work, as time spent on defense production activities. 
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BASIS FOR ESTIMATE 


Our estimate, therefore, is based on the following assumptions. 

1. That S. 1081 as passed by the House will be approved and that 
PMA’s responsibilities under the act will not be materially changed. 

2. That only the nucleus defense staff, approximately 37 people, 
will be financed from the appropriation for defense production activ- 
ities, and that any other incidental work necessary to perform PMA’s 
responsibilities will be financed from other funds but recorded as costs 
of defense production activities. 


NECESSITY FOR RETAINING SPECIALIST STAFF 


We believe the small specialist staff to be retained is necessary for 
the following reasons: ; 

A. The vulnerability of the supply situation for agricultural com- 
modities to rapid change in the event of increased tension in interna- 
tional affairs or outbreak of war. 

B. The importance of adequate food and fiber to the defensive 
strength of the United States and to the successful buildup of the 
defensive strength of friendly nations. 

C. The likelihood, in a continuation of the current situation, of the 
development of special problems, such as: 

1. The necessity for complete control of nickel-bearing stainless 
steel through the third quarter of this year. 

2. The set-aside order on fruits and vegetables, and possibly rice 
export allocations, both necessary to meet military needs. 

D. The necessity for continuing analysis to determine the impact 
of current developments on the ability of the agricultural and food 
processing industries to meet demands made on them, and to spot 
shortages as they develop so required action may be taken without 
damaging delay. 

E. The necessity for continued work on mobilization readiness and 
postattack planning. 

1. Preparation of food orders on a standby basis. 

2. Determination of how current assumptions and policies in mili- 
tary and international fileds may effect mobilization readiness. 

3. Participation in civil defense planning regarding civilian food 
supplies and NATO planning. 

F. The desirability that representation on top-level interdepart- 
mental committees be continued. 

1. So that full use may be made by ODM, Selective Service, 
Labor, NPA, and other agencies, of the specialized experience and 
knowledge available only in the Department of Agriculture. 

2. Because of the effect of Defense Production activities on the 
Government’s farm program. 

This estimate reflects a material reduction in the use of manpower 
and funds from preceding years, and we feel that it is the bare mini- 
mum at which the nucleus staff of specialists who have gone through 
World War II and the Korean conflict and obtained a vast amount 
of knowledge may be retained to do the defense activity chores and 
provide such help as is needed in this field. 

Again I would call your attention to the fact that we have reduced 
from about 254 man-years this fiscal year to a minimum of 37 man- 
years in the next fiscal year. 
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ASSISTANCE TO FARMERS 


Mr. ANDERSEN. Mr. Braswell, will you turn to page 5 of your 
justifications and analyze those 6 points brietly? 

In connection with item 1 it seems to me that whereas we had funds 
for these specific purposes eliminated in the regular bill by the Depart- 
ment itself for 1954, on the basis that materials and facilities will be 
in sufficient supply in 1954 to be readily available to all producers, it 
would be difficult for you to justify presenting this at this time. I 
am referring to item No. 1. 

Mr. Beach, we will hear from you on that. 

Mr. Bracu. Yes, sir. The item that was eliminated from the 
regular bill was the amount in the agricultural adjustment program’s 
estimate for actual assistance to farmers. That amount was elimi- 
nated because the assistance to farmers is not now required; materials 
are in better supply, fertilizers are in better supply, and so are pesti- 
cides, farm machinery, and equipment. 

But there are spot situations which develop, and there are also 
actual controls now in existence through the third quarter of the 
calendar year on nickel-bearing stainless steel, which affects particu- 
larly the food-processing industry. 

Agriculture has responsibility for making representations as to what 
is needed in that system of controls now in effect Basically, however, 
the estimate is not for actual assistance or for actual work in obtaining 
supplies and materials, but it is to keep abreast of the situation in 
ceneral, working with NPA and ODM and the other defense agencies, 
to be certain that if any spot shortages do develop they may be taken 
care of. 

It is also to keep on the staff of the Production and Marketing Ad- 
ministration or in the Department of Agriculture people who have 
had many, many years of experience with this particular job and who 
will be required, in the event the situation worsens, to do this work 


ESTIMATED COST AND MAN-YEARS FOR PMA DEFENSI PRODUCTION 
ACTIVITIES, 1953-54 


Mr. ANDERSEN. How many people are in each one of the items? 

Mr. Beacu. I have a statement which summarizes it and gives the 
figures for last year as well as for this year. It shows the man-years 
which are estimated for fiscal year 1954. In that particular item, 
No. 1, it is 11.6 man-years. 

Mr. ANDERSEN. The clerk suggests that we have this inserted in 
the record at this point. I believe that would be well. 

(The information requested is as follows:) 
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rr Bs ie partment of Igri ulture, Production and Marketing Adminis 


Dollars in thousand 
194 
19 19 
Re 
Appropriation 
A verage employment 
01 Cost 2,679 2 
Expenditures 2,8 442 
Activity 
OM P (1953) or Defense Mater s 4 
Otl trol is 
Mot ition udine 2 
la t I it 4 
Special expediting ) 
Other 
Requirements and supply ar 
Industry liaisor 
Manpower 
Employment Numbe N 
Present (month of May 164 
July 1953 ‘ 
Sept. 30, 1953 
) 30, 1953 
Mar. 30, 1954 
June 30, 1954 37 
Includes $1,932,000 transferred from ‘‘Supply and foreign purct 
2 $226,004 (1951); $2,643,123 (1952 
3 $217,317 (1952); $1,519,548 (195 
4 $192,000 (19534); $233,500 (1954 
5 Answering special request 1 obtaining special information for lustr ther than expediting and 
gathering of information as to status and needs of industry 


QUESTION OF PERFORMING FUNCTIONS WITH FUNDS IN REGULAR 
APPROPRIATION BILL 


Mr. ANDERSEN. Let me continue with the analysis of page 5. Why 
is it that we cannot take care of items No. 2 and No. 3 from the regu- 
lar funds? Certainly they have to do with the regular activities; do 
they not? 

Mr. Beacu. No, sir; they do not have to do with the regular activ- 
ities. We have no authority legally to use other funds, except the 
general authority proposed in this bill. 

Mr. ANDERSEN. Is there any reason why you cannot take care of 
them as part of the regular activities? 

Mr. Beacu. Sir, we do take care of the actual analysis of the 
applications in the Commodity Branches 

Mr. ANDERSEN. Yes, 

Mr. Breacu. There are 2 man-years in item 2 for accelerated tax 
amortization cases and so forth. That represents one man who is a 
specialist in that field, who has been there since World War II and the 
Korean war, with a secretary or a clerk. That is the total number of 
man-years for No. 2. 

No. 3, on manpower, represents 2 specialists on manpower who have 
had a great deal of experience in that field, and 1 girl. We find it 
absolutely necessary to have someone in the Department who can work 
across the board on manpower problems and on tax amortization and 
on section 302 loan problems. 
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Mr. Anpersen. When I asked my question I had reference to No. 2 
and No. 3 on page 5 of vour justifications. 

Mr. Bracu. Yes, sir; that is what I am talking about. 

Mr. ANperRSEN. All right. Continue. 

Mr. Beacu. There is a total of only 5 man-vyears in the items 2 
and 3 

Mr. ANDERSEN. Yes. 

Mr. Beacu. The manpower people work with the Selective Service, 
with the Department of Labor, in keeping Agriculture’s requirements 
for manpower to the forefront. They are trying to assure that 
policies laid down by Labor and Selective Service will give a fair 
treatment to farm labor 


BENEFITS DERIVED FROM INFORMING SELECTIVE SERVICE AND OTHER 
GENCIES ON FARM LABOR SUPPLY 


Mr. ANpERSEN. | get back to mv old point of contention on this: 
What has all of this consulting between the Department of Agriculture 
and the Selective Service as to manpower ever really done which is 
beneficial to agriculture, Mr. Braswell? Have vou any comments on 
that? I do not think it has been worth a nickel, so far as I am 
personally concerned 

Mr. BrasweLL. From my observations in the field, I think there 
has been a better understanding of the necessity for farm labor, and 
that there _ been a more uniform approach to determining what 
labor may be deferred. There has been considerable deferment of 
farm labor in the past, to get them over the peak periods. Much of 
that information has come from the Department of Agriculture 
agencies in the field. 

Mr. ANDERSEN. It may have come from the Department, but 
certainly the Selective Service has not paid much attention to it. 
That is my personal point of view. 

Mr. Brasweti. They will not now act on those matters unless 
they get a recommendation, generally from the Department agencies 
in the field. That relationship has become more and more important 
to the farm people. We are getting more and more requests on it in 
the Department, for assistance along that line. 

Taser. What kind of assistance do they ask for? 

Mr. Braswetu. Requests for people in agric ‘ulture who want greater 
emphasis placed by Selective Service on agricultural needs for labor, 
and trying to get across to Selective Service the need for retaining 
men in agriculture in certain specific lines, during periods of peak 
harvests, and particularly labor scarcity with regard to skilled men 
to handle mechanized equipment. 

Mr. Taser. I wonder what you have accomplished. 

Mr. Braswe.u. That is hard to tell, because we do not have any 
records, of course. The final determinations are made by Selective 
Service. 

Mr. AnperseN. Mr. Braswell, as you know, we have included 
$250,000 for 1954 under the appropriation for “Agricultural adjust- 
ment programs” and the work with Selective Service and other 
agencies on farm labor supply. That appears to me to be exactly 
the same thing as item 4 here on page 5. 
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Mr. Braswe.u. That is for our State and county office people, that 
$250,000. 

Mr. ANDERSEN. After all, they are the ones, are they not, who do 
the basic work, if anything is done? 

Mr. Braswe cu. That is right. 

Mr. AnpersEN. If anything is done toward helping out on the 
labor supply. 

Mr. Braswe.u. The 3 man-years included in this request are in 
Washington. 

Mr. ANDERSEN. Just what can these three men sitting here in 
Washington do on this? 

Mr. Braswe.u. The two men and the secretary work out basic 
policies which guide our folks in the field. They work on the inter- 
departmental committees, they work with the Department of Labor 
and with Selective Service. 

Mr. ANDERSEN. What do they do which cannot be accomplished 
under what we provided in the regular bill? 

Mr. Braswe.u. We have to have somebody here, Mr. Chairman, 
to help us develop the policies under which our field people work, and 
to give general supervision to the State and county office work. 


STAFF OF PMA MANPOWER DIVISION 


Mr. AnpERSEN. If I recall rightly, you reduced your particular little 
Manpower Division in PMA by three persons recently, did you not? 

Mr. BrasweE.u. Yes, sir. 

Mr. ANpERSEN. There were only six people in that division; were 
there not? It could not have been too important if that particular 
little division were cut in half in the reduction. Can you give me a 
little information on that? 

Mr. Braswe.u. Yes, sir. What we have done on this whole 
activity is to cut the staff of all units. 

Mr. ANDERSEN. You took all of those six out; is that right? 

Mr. Braswe i. No, sir; we took three out. 

Mr. ANDERSEN. You took three out. All right. 

Mr. Braswe.v. We have done a similar thing on our other staffs in 
defense work. We have retained just a bare nucleus which would give 
us the people which we need to help other staff members. 

ANDERSEN. Let me ask you another question. 

Mr. Braswetu. These are specialists in this one field. 

Mr. ANDERSEN. Certainly. Let me understand this. On the one 
hand you have taken out of the regular establishment 3 from the 6 you 
did have in this particular work? 

Mr. Braswe tu. Yes, sir. 

Mr. ANDERSEN. Now you ask us to give you 3 more .man-years 
under this particular heading. 

Mr. Braswewu. No, sir. The 6 came out of this same section for 
this work. The 6 were in this section. 

Mr. ANDERSEN. Mr. Beach, can you elaborate on that? Let me 
understand this a little better. 

Mr. Beacu. You will notice we have 11.6 man-years in the man- 
power staff for the fiscal year 1953. They, of course, included the 


clerical help as well as the 6 individuals to whom you made reference 
Mr. ANDERSEN. Yes. 
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Mr. Bracn. We have reduced that group, effective July 1, to 3 
people, 2 men and 1 girl. 

Mr. ANDERSEN. You have reduced it to 3 people? 

Mr. Beacu. Yes. The 3 people we are asking money for in this 
appropriation are the same 3 people. 

Mr. ANDERSEN. Did we put anything in the regular bill to take care 
of this staff of 11.6 people? 

Mr. Beacn. No, sir; there is nothing in the regular bill. This 
was financed out of last year’s appropriation for defense production 
activities. 

Mr. ANpERSEN. Why could these 3 which you have here not be 
covered in the $250,000 that we have placed in the bill for 1954? 

Mr. Beacu. If that is the desire of Congress, we could finance that 
out of the $250,000, but it would cut down the amount of work we 
would be able to do in the States and counties by just that much. 

The intent, when we asked for money for selective-service work 
under the agricultural production program, was to restrict it entirely 
to State and county work, on the assumption that the Washington 
work would be financed out of the defense production activities as 
in the past. 


INVESTIGATION OF SECTION 302 LOANS AND TAX AMORTIZATION CASES 


Mr. ANpERSEN. Now, gentlemen, let us go to item No. 5. Under 
item No. 5 on page 5 of the justifications it is doubtful that Agricul- 
ture’s workload is large enough to warrant separate funds for this 
purpose. So far as I know agriculture has no funds to make loans 
under section 302 of the Defense Production Act. Will you 
discuss that. 

Mr. Breacu. That was covered under item 3 on this other list, 
Mr. Andersen; on this list here. 

Mr. ANDERSEN. I see; that is in item 3. 

Mr. Beacn. Yes, sir. We have a2 man-years in there for investiga- 
tion of section 302 loans and tax-amortization cases. We do not make 
the loans ourselves, but we make recommendations or certify to the 
RFC on the loans, or to the other loaning agency, as the case may be, 
as to whether or not Agriculture goes along with the need for the 
facility on which the loan is being made. They require us to make a 
recommendation before they will approve the loan. 


QUESTION OF PERFORMING FUNCTIONS WITH FUNDS FROM REGULAR 
APPROPRIATION BILL 


Mr. AnpERsSEN. Now, Mr. Braswell, with reference to the entire 
$350,000, of which, of course, you are only responsible for $263,000, 
do you think you can make a good case for the bulk of the money? 

Mr. BRASWELL. Yes, sir; I think so. 

Mr. ANDERSEN. You mean you absolutely have to have it? 

Mr. Braswe.u. Here is what we did 

Mr. Anprersen. There is one further question on my part. Do 
you not feel that perhaps a suspicion might lie here that you are trying 
to pad the regular appropriation through this item? 

Mr. Braswe vu. | would certainly hope not. 

Mr. ANDERSEN. Convince me on that. 
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Mr. Braswe.u. This work has been done this year and the pre- 
ceding year from funds made available under the Defense Production 
Act. In the preparation of our regular budget we did not make any 
allowance for the continuation of this work from regular funds. 

In addition, we have reduced the entire Department estimate very, 
very substantially. Actually, all we are asking is a standby basis 
just to take care of the minimum work necessary from day to day 
and to carry out the responsibilities which have been placed upon 
the Department by the Defense Production Act and the people who 
administer it. 

You see, these positions here have not at any time been included 
in our regular budget; nor has the work incident to performing these 
functions been included in our regular budget. 

| am sure you will recall that we took a substantial reduction in 


our regular budget for the next fiscal vear. In the Production and 
Marketing Administration just now we are just finishing one of the 
biggest reductions in force they have had in several years In making 


those reductions none of this work was included in the regular appro- 
priations. We put this out separately because it has been handled 
this way and has been financed this way. 

Any of this work we have to absorb means we have to reduce some 
other activity a corresponding amount. 


PLANNING WORK ON EMERGENCY CONTROLS ON AGRICULTURAL 
COMMODITIES 


Mr. ANDERSEN. Now let us turn to item No. 8 on page No. 3 of this 
document, which states: 

Perform the necessary planning work for/the imposition of controls on agricul- 
tural commodities and materials in the event serious economic dislocations develop 
which threaten the national security or welfare 
You want two people there at a total of $14,015. Is that not more or 
less ridiculous in the first place? How can these two people do any 
planning as to the imposition of controls on agricultural commodities 
without knowing the attitude of the Congress or without knowing 
what has developed? That appears to me to be rather ridiculous. 

Do you have any explanation for that, Mr. Braswell? It is a com- 
paratively small amount. 

Does that come under you, Mr. Beach? 

Mr. Beacu. No, sir; but I can comment on it. 

Mr. Anpersen. All right. 

Mr. Beacn. Two man-years obviously cannot do the planning 
necessary to impose controls on agricultural commodities, but in 
working with the ODM and the other defense agencies there has been 
and is ‘continuing to be a requirement on the Department of Agri- 
culture that we review what has been done in the past, during World 
War Il and during the Korean conflict, to be certain that we proht 
as much as we can from all of the experience in the actual controls 
that we did have in those periods. 

Mr. AnpEerRsSEN. Now, does not Mr. Wells and his group, with 
all the money we give them from year to year, have data on hand 
relative to what has been done in the past? I know we give Mr. 
Wells about $3 million, more or less, per year on economic iavestiga- 
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tions. Do you not think he can stretch his work there and still 
take care of this particular point? 

Mr. Beacu. Mr. Wells would have to answer that particular 
question, 

Mr. ANDERSEN. Do you not think you could, Mr. Wells? 

Mr. We ts. I hope I am not asked to, Mr. Andersen. 

Mr. Bracu. Here is an example of what I am speaking about: 
This is an order issued on fats and oils on March 31, 1943. There 
were 28 amendments issued to this order during the period of its 
life. What these people try to do is to go back on the past history 
of those orders and see why they had to make all of those amendments, 
that is, what circumstances dictated the changes, whether it worked 
or whether it did not work, and then they try to come up with some 
recommendation as to the imposition of a similar type of control in the 
event it becomes necessary in a future emergency. 


FOREIGN AGRICULTURAL SERVICE 


Mr. AnprERSEN. Gentlemen, we will call on Mr. Rossiter, if that 
meets with your line of approach, Mr. Wheeler. 
Mr. WHEELER. Yes, sir. 


EXPORT ALLOCATION OF RICE 


Mr. ANpERSEN. Mr. Rossiter, you have in the figures here a request 
for $45,000. Will you give us some data on that? 

Mr. Rossirer. Yes, Mr. Andersen. 

The first item we are requesting is for some additional funds to 
assist in the allocation of rice. This function was formerly carried 
on by PMA. In the reorgani ation of the Department all the foreign 
contacts are being transferred to the Foreign Agricultural Service. 

It is anticipated at this time that a continuation of the rice allo- 
cations will be necessary A final determination, however, has not 
been made. 

(Nore.—The decision was made June 19 to continue export allo- 
cation of rice for the 1953-54 marketing year.) 

We do have large surpluses of wheat, cotton, butter and a few 
other commodities, but our defense people have been urging the De- 
partment of Agriculture to continue rice allocations. The Muni- 
tions Board, the MSA and the State Department all feel that rice 
allocations are necessary to continue, because the supply is not ade- 
quate to meet the requirements, and it is the defense agency that is 
requesting a very large quantity of United States rice to continue 
their program in the Far East. 

That is a new item, Mr. Andersen. 


COMMODITY ANALYSIS OF STRATEGIC IMPORTS 


Mr. ANDERSEN. What about the $25,000 for item (c)? 

Mr. Rossrrer. That is for commodity work which we would not be 
carrying on from our regular appropriations. It is for commodities 
which are considered strategic. 

There is one on cordages. I think it would be of interest to this 
group to know that about 90 percent of the imported cordages, such as 
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sisal, hemp and jute, are all obtained from Asia and Africa, long dis 
tances from the Western Hemisphere. 

Mr. ANDERSEN. Now, Mr. Rossiter, answer this question for me, 
please: After all, all of this, including the next item of $9,000, has to 
do with imports and exports Why can those not be covered unde 
section 32 funds, if anything additional is needed over the $673,000 
of regular funds we provide for this organization? 

Mr. Rossirer. Section 32 funds, | believe, are for helping dispose of 
surplus commodities. These are items which are needed on import, 
I believe, Mr. Andersen. 

Mr. Taser. Wedonot import any rice. Wedo import the material 
for rope and twine. 

Mr. ANDERSEN. Certainly they use some of that money with rela 
tion to section 22. 

Mr. Rossrrer. You said section 32. 

Mr. ANDERSEN. I referred to section 32 funds Are not some of 
those funds utilized in. enforcing section 22? 

Mr. Rossirer. I will let some of the financial men answer that 

Mr. ANDERSEN. Mr. Beach? 

Mr. Beacu. Section 32 funds are available and are used for carrying 
on section 22 import control work. 

Mr. ANDERSEN. Certainly they are. 

Mr. Beacn. Yes, sir. 

Mr. AnpERSEN. Can you not stretch it a little bit here? If ne¢ 
essary, if you come up against the wall and get hard-up, why can you 
not utilize the section 32 funds here instead of asking for this $45,000? 

Mr. Rossrrer. | will ask Mr. Wheeler to answer that. 

Mr. ANnpERsEN. Mr. Wheeler? 

Mr. WuHeeter. Section 32 funds can be used for administration of 
import controls under section 22 of the Agricultural Adjustment Act 
of 1933, as reenacted by the Agricultural Marketing Act of 1937 
However, the commodities that will be involved in import controls 
under section 22 are quite different from these strategic commodities 
‘These are cases where we have a stake in assuring an adequate supply 
of strategic materials from abroad, rather than having an interest 
in restricting the imports of those commodities because they would 
compete with domestic commodities which might be in surplus 

It is quite a different problem from the standpoint of imports 
Under section 22 the objective is to restrict certain imports. With 
respect to these commodities the idea is to assure an adequate supply 
of them, because they are strategic to our needs and we do not have 
them at home. 

Mr. ANDERSEN. You expended $77,000 under this general heading 
last year; is that right? 

Mr. Rosstrer. That is correct, Mr. Anderson. 

Mr. AnprersEN. In the fiscal year. 

Mr. Rossiter. That is correct. 

Mr. AnpersEN. Tell me for what you used that money. 

Mr. Rossiter. There is one unit we are abolishing; that is the 
farm machinery, insecticides and fertilizers. At the outbreak of 
Korea it was felt that the free nations were depending upon the 
United States for supplies for their farm machinery and fertilizers, 
and we were also getting insecticide raw materials from abroad. 
But supplies of those commodities are now quite ample. That is not 
being requested at this time. 
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Mr. ANpDgeRSEN. Just what do you mean by the “Commodity 
Analysis of Strategic Imports’? Just give us an idea of what that is 
all about. 

Mr. Rossrrer. I mentioned the cordage. 

Mr. ANDERSEN. Yes 

Mr. Rossrrer. Jute, hemp, and abaca. 

Also, in the fats and oils there are four fats and oils which are on the 
strategic list which the Munitions Board is stockpiling. Those are 
palm oil, coconut oil, castor oil, and sperm oil. 

Mr. ANDERSEN. Just what are the obligations for which you are 
asking $25,000 here? What will that do with relation to this prob- 
lem? 

Mr. Rosstrer. We are securing information as to where these are 
available, what the supplies are, and the shortages. 

Mr. ANDERSEN. Does the Department of Commerce not have those 
figures available? 

Mr. Rossrrer. They are not working on these at all, Mr. Andersen. 

Mr. ANpersEN. There is no duplication whatsoever? 

Mr. Rossrrer. They keep only the records of the domestic import 
and export trade 

Mr. ANDERSEN. Yes 

Mr. Rossrrer. But they are not doing the work on the world 
supplies which are available, and where these commodities could be 
obtained. 

Mr. Anprersen. All right, Mr. Rossiter; we will go into the next 
item 

Bureau or AGricutrurRAL Economics 


Is there any reason, Mr. Wells, why the $32,000 you request can- 
not be absorbed within the $5,278,000 we provided in the regular 
Agricultural Appropriation bill for 1954? That is really peanuts 
compared to what we have given you. 

Do you have any good explanation for why you cannot do that 
work? I refer to the preparation of data on farm wages, farm labor 
supply and requirements. 

When you come before our committee you are always a fund of 
information to our committee relative to facts and figures on that. 
Just why do you need further funds here? 

Mr. Weutus. Mr. Chairman, I am sure you and the other members 
of the committee understand, and I understand, that the Bureau of 
Agricultureal Economics is going to do the best job with the funds 
we have for American farmers. 

The reason this proposed $32,000 allocation is in here is because 
the Secretary’s Office feels that the farm labor situation is one of the 
most critical in American agriculture, not only now, but expecially 
in case anything of an emergency character should happen. 

We are going to do some work, Mr. Chairman, with our regular 
funds, on farm labor, and we are going to service the Secretary’s 
Office and the PMA the best we can with whatever funds are available. 

However, we discussed this in the Special House Committee last 
year, in some detail this same situation, and they allowed us $75,000 
for additional field studies to actually try to find out something 
about what was going on out in the field and to work with the United 
States Employment Service in ways which might improve their service. 
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The problem they are faced with is one, first of all, of estimating 
the availability of labor as against the needs for farm labor by broad 
regions; and also in the United States as a whole. When we begin to 
talk about whether we have a migratory labor program or not 

Mr. ANDERSEN. Let us get practical. 

Mr. Wetis. We need much more information by specific areas 

Mr. ANDERSEN. Let us get practical at that point 

Mr. We ts. Yes. 

Mr. AnperRSEN. After you have that estimated, what good does it 
do as to helpmg me back on my farm in Minnesota get some farm 
help which I have not been able to get for many vears? Where does 
it do any cood on my farm or the farm of my rie ighbor back in \Minne- 
sota? Do you put these estimates to work? What happens to the 
estimates? 

Mr. We.us. Mr. Chairman, we are not a policy agency. 

Mr. ANDERSEN. I realize that 

Mr. Wetus. What we are trying to do is to carry forward a certain 
number of actual field studies which allow the Department of Agri- 
culture to discuss the kinds of things necessary to make employment 
programs work better, and what selective service ought to do. Inci- 
dentally, one of the things we are now trying to do with some of these 
funds is to find out how many boys going into selective service actually 
£0 back to the farms when they come out. 

Mr. ANDERSEN Why cannot your work be done out of the $250.000 
we put in the regular bill? Under the PMA, Mr. Braswell, we do 
have $250,000. Of course, most of that you say goes to the cour ty 
units. 

Mr. Wetus. That is a service fund, Mr. Chairman. 

Mr. Brasweui. That is a service fund for direct contact 


our agricultural representatives in the county and the agricultural 


between 


mobilization committees and selective service and farm people Chat 
4 ’ P ° ) 4 1 , f ! i 
IS HOt a research type of project. We do not use anv ot those iunds io! 


research. 

Mr. ANprerRsEN. You think that this additional fund for 
by Mr. Wells’ group is absolutely essential? 

Mr. Brasweuu. | think, Mr. Chairman, that some research is 
needed badly in the field of agricultural labor. It is a critical area 
I think that the Department of Agriculture has a responsibility to the 
farmer which it cannot discharge without some continuing work in 
this field, particularly as agricultural labor becomes more and more 
critical and as the skills in agricultural labor have to increase because 
of the mechanization which we are undergoing. 

Mr. ANDERSEN. Gentlemen, it does seem to me, though, that it is 
very hard to draw the line here. After all, the surveys of farm man- 
power certainly ought to be done as a regular part of the program. 
This, if anything, looks to me like a padding of the regular 
appropriation. 

Mr. Wetts. May I say something, Mr. Chairman? 

Mr. ANDERSEN. I do not say that with any disrespect to you, 
Mr. Wells. 

Mr. Wetts. We are going to try to do some work on this in the 
regular appropriation, Mr. Andersen. This is in addition to it. 

Mr. ANDERSEN. Let me reiterate that you do have quite a few 
million dollars provided by the Congress. I would not care to have 
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you anticipate today that you will get much consideration for this 
$32.000 here. 

Mr. Wexus. Let me say this: Since the defense program was 
started we have been doing work in this field. We have been asked 
not to argue under the regular budget for additional funds for farm 
labor research because of the request for funds under the Defense 
Production Act. 

Before I came up here this morning I specifically checked with the 
Undersecretary of Agriculture, and told him I wanted to know 
whether the Secretary’s Office felt this was critical enough to come up 
and argue on it, and he said, “‘ Yes” he did so feel. 

Mr. ANpERSEN. Off the record 

(Discussion off the record.) 


OFrFICE OF THE SOLICITOR 


Mr. ANpreRsEN. Now, Mr. Loos, we would be glad to hear from you 
on the next item. What can you say about that $10,000 additional 
which is requested for your services here? Just what do you propose 
to do there? 

Mr. Loos. Mr. Chairman, that represents largely the handling of 
enforcement cases and similar cases which have arisen under the 
defense food orders which have been in effect. Right at the present 
time we have pending, which will not be disposed of by the end of the 
year, a sum total of 19 cases arising under the defense food orders 
Nos. 1, 2, and 3. 

Nineteen cases are pe nding and have been returned to the PMA 
for additional investigation. They will have to be considered as to 
whether they wil be referred to the Department of Justice for prose- 
cution or not. J 

Mr. ANprERSEN. May I ask you one question? 

Mr. Loos. Surely. 

Mr. ANDERSEN. We are proceeding against time right now, gentle- 
men. We have allocated your division $2.3 million in the regular 
appropriation. Can you not find a place to take care of this $10,000 
from that money? 

Mr. Loos. So far as the money is concerned, I do not see any 
problem about it. It is only a matter of $10,000. It is a matter of 
accounting, as I view it. 

If we handle these cases arising out of the defense food orders I 
would not know any place else to charge the work. 

Mr. ANDERSEN. Could you not charge them up to the section 32 
funds, if they deal with import restrictions, for example? 

Mr. Loos. No. So far as they deal with future import restrictions 
they could be. 

Mr. AnprerRSsEN. The Clerk informs me that you do have authority 
to use regular funds for defense activities under certain conditions. 

Mr. Loos. If we do, whether it is $10,000 under the Defense Appro- 
priation Act or $10,000 squeezed out of our regular appropriation I do 
not think it makes much difference. 

If we are supposed, though, to make an accounting for this sepa- 
rately under the Defense Act, then we ought to have something to 
charge it to. So far as the amount of money involved is concerned, 
I think it is wholly immaterial. 


o 
5 
n 











409 


Mr. ANDERSEN. Thank you, gentlemen. We are pleased to have 
had you before us. 


DEPARTMENTAL OBLIGATIONS AND PERSONNEL DATA FOR DEFENSE 
PRODUCTION ACTIVITIES 


We would like for the record to have you place in the record, Mr. 
Wheeler, at this point, the obligations to date for these various items, 
and the personnel on the payroll for each of these particular organiza- 
tions, and any further information which you might think is relevant. 

Mr. Taner. You ought to put down the obligations in the month 
of May, SO we can see where you are. 

Mr. ANDERSEN. As well as the obligations, Mr. Taber, through 
May 31, for the 11 months of the fiscal year. 

Mr. Taper. Surely. 

Mr. Wuee ter. I will submit a summary of obligations by months 
through May 1953, a statement showing the details by agencies with 
estimated figures for June, and a statement of positions and average 
employment for fiscal years 1952, 1953, and 1954 for ‘Salaries and 
expenses, defense production activities.” 

(The information is as follows:) 












Salaries and expense defense production act f 7 1‘, 
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September 192 S2 
October 174, 167 
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Mr. AnprErRSEN. Thank you, gentlemen. 
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Actual Estimate, Estimate, 
1Y52 1953 1954 
AT r t t $9, ). On $6, 500, 000 $490, 000 
Ir rics x s. D Materials Pr 
c LA pu to 16 F. R. 8791 —115, 000 
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1 bal st ited savings — 378, 292 —300, 000 
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Obligations by activities 
Actual, Estimate, Estimate, 
1952 1953 1954 
1. Buildings management $8, 520, 045 $6, 065, 100 490, 000 
2. Claimant agency functions 87, 589 87, 300 = 
3. Federal Register functions 101, 829 47, 600 a 
Total obligations 8, 709, 463 6, 200, 000 490, 000 
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Obligations by objects 











19 { 
lotal number of permanent positions a pe 
Average number of all employees ‘7 ; 
Average salaries and grades 

General schedule grades 
Average salary $5, 237 ‘ e3 493 
Average grade G 7.8 GS-8.4 ( 46 
Crafts, protective, and custodial grades 
4 ‘ salary $2. 448 
Avera grade ( ( 
1 Pers il services 
Permanent positions $245, 749 $231, 064 ¢ 4 
Regular pay in excess of 52-week base Rf 6 ”) 
Pay nt above basic rates 458 
otal personal services 2 3 31, 58 ) 
2 Travel 15. 240 ") 
03 ra rtati {thir > 
t Co icat Scr s a1 
and utility sor 4 584 r 
OF I t and reprodun 
7 Othe actua 1, 350, 653 g ) 
i 8 ppl ind ter 2 18 
15 ixes and assessments 9 
Total obligat s 8 ), 4¢ f 0). O 49 ) 
Not akdow f t t clas ition w ned t VOT ‘ dal i act q 
DPAa ] g é 
| 
| 
Analysis of cerpenditures 
} ‘ } 
4 } i : 
3 t 
TInlian ited ot at art . ( x en5¢ < 
Obligations incurred during the year $8, 756, 708 { 490, 000 
5, 4 108 7 ‘ ® 8 
Deduct unliquidated obligations, end of year 1, 156, 708 S56 s » g 
Total expenditur 7, 600, 000 f mh ”) 
Expenditures are distributed as follows 
Out of current authorizations 7, 600, 000 5 4h 4 0 
Out of prior authorizat s 1, 050, 0 8 00 
1 Estimated. No breakdown of expenditures was maintained between defense and Allied activities and 


DPA activities during 1952. 
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Details of pe rsonail services 








4 i 2 Est ate, 19 Est te, 1954 
N Tot Nun Tot 
ci : ber ilar ber alary 
i R < 
sO) 1.0 211 050 
G j 4 
A 
t 1 ), 60) 
} | $x ¢ 
) ") 
] 560 
( 7 ( 62, 72 
At 
I I ; 4 
At 
| 2 g g Ax 
MW L4 140 
| ¢ 5.8 
; os 
¢ é ] 6 
l l 5. 310 
( R 24 to $ 4 17. 69 13, 615 
R $ to $ 4, S45 924 
R $-3,4 $ l 4 10 11.0 42.1 
 & s ( 17 1 
R $ i 2 oi 1 030 
Cra t ri 
5.0 13, 240 
I 42 2 R 44 { 238, 88 
De Se 2 2,4 9 4 ( 
Ne Iv ’ 
nt : 4 } 4 190, 379 
Re : i x f R4¢ ¢ 
Pa ent at ) , I 
lay pa 458 


ue Al g 
r I ge $5.94 $6.04 
Rea t i tant l 6, 940 1.0 6, 940 
Realty officer ] 6, 740 1.0 6. 740 
Spa ] 6, 14 1.0 6, 340 
Grade 7. Range $4,205 to $4,9 3 13, 365 5.0 24, 400 1.0 $4, 205 
r 5. Range $3,410 to $4,160 1.0 3.410 
Grade 4. Range $3,175 to $3,655 2 6, 830 5.0 16, 835 
lotal permanent, f i s 40, O15 8.0 44, 420 7.0 24, 450 
Deduct lapses ] 3, 665 1.6 3, 735 6 2, 040 
Net] t,f : g et 
7 7.0 40, 685 6.4 22, 410 
Regular pay exc 2-week bas 140 155 90 
All persona rvices, fic 36, 490 40, 840 22. 500 
01 Personal service 47 247, 193 41.5 231, 580 6.4 22, 500 


Mr. Corron. Mr. Reynolds, we are very glad to have you before 
us today. 
Mr. Reynoups. Thank you, Mr. Chairman. 


JUSTIFICATION DATA 


Mr. Corron. Before you present your statement we shall insert 
pages 1 and 2 of the justifications in the record. 
(The matter referred to follows: 








' ‘ xrpe nse [st 500,000] 
mye Pear peepee fiseal year [1953] 


to carry out its funetions arisins it of tl ofer | { 
as amended 


(reneral statement 








Is actually &@n annual estimate of appropr ) ror tt f i i } 

although submission was deferred from the budget f 1954 ‘ Dp ( 

tructions of the Bureau of the Budg Howeve t 954 re I 
were actually provided for in the budget for 1954 under chap I 
appropri ited to the President 

I} e estimate covers expt ( Aer smnd rela ! eT 
for which the General Services \ continue to | esp 
luring 1954, arising out of the Defense Production Aet of 1950 and amend 

ereto as they would app o 1954 \ In tne past, ti I nper I 

the defer ( pre luctl ive ( i d tne I 1} or b 4 ‘ Cit for ‘ ( 

to be provided supplied o GSA by I Bur 1 ot the Bud et and 

yasis for this estin 

Complete liquidation of certain defense produc ! ! and parti 
lation of others during the latter part of 1954 a 1 f é 1] i i 
iction in space and related services § well as the ! t fron I 1054 
estimate of claimant agency functions and Federal Register services pet 1 | 
GSA in prior years 

EMERGENCY OPERATING EXI I 

1953 program S6. OF 100 
Change », 57 LUO 


1954 estimate 
Highlight 


Rental, management, operation, Maintenance and protection Of an average Oo 
Spaces s rvi es, and 5 
trative Operations in and outside the District of ( 
I late continuing activities of the defense 
andperformed 

Workload and performance cost Che tabulation on the x t vid 
comparison of work units, unit costs and 


1954. 


190. OOO 


240,000 square feet of space, relate 








performance 








Summary of workload by subactivity work unit costs, and total costs for 1952, 19 
and 195 
O52 54 
k \ W ork 
Subactivity i | | 
' rotal oa 1 rotal loa } ! 
iverage sant ave ‘ te 4 
are squar quat 
. foot 
fer it 
Operation, maintenance 
repair, and protection of 
Government-owned space 372, 000/$1. 201) $446, 672) 372, 000 $1. 200) $446, 000) 108, 500/$1. 20 $131, 00 
2) Rental of space clu g 
protection and mainte 
ance 2, 797,000) ¢ 7, 079, 438 2,129, 000) 2 387, 000) 131, 500) 2.52) 331, OO 
Alterations, conver I 
ind moving 1, 120, 000 53 593, 4212, 501, 00 023 8, 000) 240, 00 ( $ 
Leasing ser 5,4 $0, UW) a, U 
Extra build I r 940, OO 122 i 40, OOK i $8, S00 
Extra communications 
serv ice 4 0, 300 
ligations 8, 520, 04 . , au, & 
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Mr. Corron. You may proceed, Mr. Reynolds, with your state- 
ment. 
GENERAL STATEMENT 


Mr. Reynoups. This appropriation estimate was not included, a 
you know, in the regular appropriation for “Operating expenses, 
public buildings service, GSA,” nor was it included in that for ‘“Emer- 
gency operating expenses for Defense and allied agencies.” It was 
held up until such time as action could be considered in connection 
with the extension of the Defense Production Act for 1954. 

The estimate that we have before us is based upon the number of 
people given to us by the Bureau of the Budget as the number who 
will be employed by DPA agencies after July 1 

We are finding ourselves in some little difficulty in connection 
with this appropriation, because we are unable to find out where the 
reductions are coming in the various buildings throughout the United 
States and also when they are going to take place. Therefore, we 
believe we are going to have extreme difficulty in meeting this require- 
ment under the amount of money inh the estimate. 

Now, Mr. Medley here has a suggestion which you may wish to 
vive consideration to in the handling of this appropriation. Mr. 
Medley, would Vou proceed, 


UNOBLIGATED BALANCE 


Mr. Merpuirey. Yes. Mr. Chairman, it is briefly this: For the 
reasons indicated by Mr “ eee it does appear we are going to 
have considerable difficulty in handling the space for the indicated 
number of people for the Bsa of $490,000. So, as a possibli 
suggestion for the committee to consider, we have drafted some 
language which would in effect result in the reappropriation of the 
unobligated balances of the entire “Emery gency operating expense”’ 
prere in the current year. We estimate we will have a 
balance of about $740,000 of June 30; so that, if the committee should 
niadiahan such action favorably, of course, it would eliminate the 
necessity for appropriating the $490,000 which is the amount of the 
estimate 

Mr. Corron. How did you happen to have that balance? 

Mr. Reynoups. We have it for this reason: The numbers of people 
that we contemplated or were told would be on the rolls of DPA 
agencies did not occur. I think we may say fairly that we have been 
very strict in negotiating rents and negotiating on the amount of 
rents so as to save every possible cent that we could. We expect to 
end the year with a saving of $740,000. 


NUMBER OF EMPLOYEES 


Mr. Corron. Last year’s appropriation was made on the basis of 
estimates which were given you as to the number of personnel you 
had to take care of? 

Mr. Rrynouips. That is correct; the number was supplied by the 
Bureau of the Budget. 

Mr. Corron. Have you there what the estimates were which you 
were given last year by those charged with this special work? 
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Mr. Rreyno.ps. I do not have that. I can supply it for the record 
from the justification for last year’s appropriation. I do not have 
that with me. 

(The information is as follows:) 











JUSTIFICATION OF PERFORMANCE FOR Fiscau 1953 


Defense-production employment supplied by the Bureau of the Budget 

The following table sets forth the number of employees of agencies engaged in 
defense-production functions as of June 30, 1952, and June 30, 1953, as supplied 
by the Bureau of the Budget to the General Services Administration June 11, 1952, 
for the purpose of this estimate. It will be noted that the employment is intwo 
categories: (1) the number of employees who would be carried directly on the 
payrolls of defense-production agencies and included in their schedules of obliga- 
tions, as ‘01 Personal services’; and (2) the number of employees performing 
DPA functions on a basis of reimbursement from DPA agencies and provided 
for under ‘‘07 Services performed by other agencies.” 

















Employme! 







Defense-production agencies 








Defense Transportation and Office of Defense Mobi 
lization 349 210 ‘AQ 349 195 14 






Department of Commerce (including NPA and DPA 6, 610 6, GL 4, 869 4, 869 
Economie Stabilization Agency 18. 389 1,558 | 19,947 | 16, 105 1, 517 7, 622 
mall Defense Plants Administration is 486 65 565 
Miscellaneous agencies and functions (including Agr 






culture, Interior, Labor, Federal Security, Housing 
and Home Finance, Defense Materials Procure 
ment, and others 











Total..... 














Mr. Corron. Do you know whether it was less or more than the 
number of personnel they tell you they are going to need accomoda- 
tions for this year? 

Mr. Reyno.ps. It is very much less for 1954. The appropriation 
for 1953 for this item is $6% million. The estimate for 1954 is now 
$490,000. 

Our one difficulty is this: You see, we are approaching the end of the 
fiscal year. Practically all of our leases require a minimum of a 30- 
day cancellation. This estimate for 1954 is made on the basis that all 
leases not needed would be canceled as of July 2 We have not been 
able to obtain the information where the cutbacks are going to be, or 
the amount, so that we can take care of it. Definitely, we are going 
to have a lag in July. We are going to carry into July and even into 
August certain leases which probably otherwise ultimately we will not 
need throughout the fiscal year. That is the reason that our $490,000 
is a very tight figure. That is assuming, of course, that the people 
are aboard that we are told will be aboard. 

Mr. Taper. I do not believe it is bargain di as 

Mr. Meptey. To answer your question, Mr. Cotton, last year when 
we came up we had been told by the Bureau of th e Bu dget there would 
be 25,315 people for us to house as of June 30, 1953. I do not have the 
figure as to the actual people we are housing, but due to curtailment 
of employment in DPA agencies during 1953 it is not comparable to 
that at all. 
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Mr. Corron. Will you file at this point in the record the number 
you actually had last year. 

Mr. Mep.tey. Yes, sir. 

(The information is as follows: 

The peak employment for functions authorized by the Defense Production Act 
of 1950 occured about the beginning of fiscal 1953. Space financed by this ap- 
propriation was provided to accommodate 18,264 of those employees. By Jan- 
uary 31, 1953, the overall employment for which space was provided decreased to 
13,331. Space reductions were made comparable to the reduction in the defense- 
production agencies personnel. 

Mr. Corton. Just to have it all together in the record, this year 
you have been informed you are going to have to house how many 
people, total? 

Mr. Mepuey. That is on page 4 of our justifications, Mr. Chairman, 
2,030, of which 610 would be absorbed in our regular appropriation, 
making a net of 1,420 to be housed under this item. 

Mr. Reynoups. Incidentally, as an explanation, we have attempted 
to identify the number of people we can put into space now operated 
under the regular appropriation. We think we can put 610 in there 
That leaves 1,420 to provide space for. 

Mr. Corron. Of course, if this committee gives you a little help 
by not allowing as many emplovees as the Bureau of the Budget has 
warned you will be coming on, that will take a little burden from you; 
will it not? 

Mr. Rrynoups. This is based entirely upon employment data given 
to us by the Bureau of the Budget. 

I do again want to suggest this thought: That we are running on a 
deadline of July 1. That is when this appropriation starts. There 
is no lease that I know of that has less than a 30-day cancellation 
clause in it. 

Mr. Corron. You mean you have no choice, in your idea, but to 
proceed to lease sufficient space for these people you have been 
warned you have to take care of? If it turns out to be less, then you 
have to keep your leased space at least a month before you can 
unload any of 1 

Mr. Rreynoups. We always have a lag period in leasing space. 
That is the thing that is difficult for people who are not in the real- 
estate business to understand. 


ALTERATIONS, CONVERSIONS, AND Movine 


Mr. Corron. Let me ask you this question: Referring to the table 
on page 3. will you give us a few words justifying the need for the 
funds for alterations, conversions, and moving? In general what 
is that? 

Mr. Reynoups. That ts a figure of 6 cents a square foot which is 
based upon experience and this particular program. 

Here is what we are required to do: There will be cutbacks all 
over the United States in numbers of people. In order to give up a 
lease in its entirety we sometimes have to move people out of a build- 


ing into another one. In other words, it is a consolidation operation. 
This is based upon our experience record and space changes that 
will have to be made under this program 


Mr. Taner. But it is on the basis of the number that they gave you? 
Mr. Reynoups. That is right. 











d 
| 


ul 


a 





417 


Mr. Taser, If you are able to pinpoint a few reductions, we might 
get it down to where you could handle it very readily. 
Mr. Reynoups. Mr. Taber, it is entirely upon the basis of the num- 
ber of people. 
LEASING SERVICES 


Mr. Corron. Tell me something about this need for funds for 
“Leasing services.’’ Just put in the record a sentence or two about 
what that entails. 

Mr. Reyno.tps. There are people involved throughout the United 
States on this program. ‘Those are really man-years, rather than 
people. They do the cancellation, extension, and negotiation of leases 
In a cutback period more than in an expansion period we have the 
problem of cancellations, which are extremely difficult. Also, there 
are adjustments in lease contracts. It is to pay for those people to do 
that kind of work. 


UNIT COSTS FOR GOVERNMENT-OWNED SPACE 


Mr. Corron. I have here the sheet from your justifications in your 
regular budget request on which vou came before our Subcommittee 
on Independent Offices. 

Mr. Reynoups. Right 

Mr. Corron. Which gives the information on the unit costs for 
space for your regular operations and your emergency operations in 
your main budget 

Mr. Reynotps. That is right 

Mr. Corron. I can understand, of course, that the cost per unit of 
space for emergency operations must of necessity be higher than for 
regular operations in your main buildings, which are all provided for 
What I cannot quite understand is why the unit cost for emergency 
operations which vou are talking to us about today should run sub- 
stantially higher than the unit cost for emergency operations in your 
rezular budget 

For instance, under the “Operation and man nte nance’ in your regu- 


lar budget vour regular operations were $0.625 per square foot and 
your emergency operations in the regular ide were $1.069. Of 
course that is very much larger. But vour eme rgency operations in 
this request are $1.20. That is 13.1 cents higher than your emergency 


operations in vour regular budget. Why is that? 

Mr. Reynoups. I think I can-explain that and the explanation is 
rather simple. We are talking now directly to the question of the 
operation, maintenance, and repair of Government-owned space. In 
the regular budget our estimate is based on gross square feet. This 
estimate here, in order to show the number of square feet that they are 
actually using is net usable square feet and the ratio of the 2 is two- 
thirds to 1. In other words, if your gross square foot cost you 80 
cents, and I think you will find that figure to be about right and it 
the one which we used in our estimate, then our net square foot cost is 
$1.20. 

There is a study going on now by the American Standards Associa- 
tion in which we are taking part and the American Institute of Archi- 
tects and the Building Owners and Managers Association to get a 
method of measurement of space, both gross and net, in the United 
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States, so there will be a similarity of terms. In other words, this 
$1.20 which we are putting in here is exactly comparable to the figure 
we used in our regular appropriation for Government-owned space. 

Mr. Corron. You are talking about a technical subject and it is 
hard for me to comprehend, but still it isn’t quite clear to me even 
though you say the explanation is simple. Why should the emergency 
ope rations in your regular budget be different from emergency opera- 
tions in this budget? The emergency operations in your regular 
budget had reference to unexpected, unforeseen acts and extracurric- 
ular. operations for which you had to provide space not in the regular 
manner? Is that right? 

Mr. Reynotps. I think you are quoting my figures—and I have 
them before me—relating entirely to Government-owned space. Were 
you not talking directly to Government-owned space? 

Mr. Corton. Both are Government-owned space, are they not? 

Mr. Reynoups. We use the same ratio in Government-owned space 
for the two emergency programs. 

Mr. Corron. In the regular budget it says “Operation, mainte- 
nance, repair, and protection of Government-owned space,’’ $1.069 
and then when you get over here it is $1.20 in this budget for Govern- 
ment-owned space. 

Mr. Reyno.ps. That is correct;.1 have the figures before me now. 
I thought you were referring to the 80 cents which you will find in 
the regular operating expense estimate. This $1.069 is based upon 
the same consideration as the $1.20. In other words, it is based on 
net space, but in the emergency operating expense appropriation in 
the annual bill there is enough of large blocks of space and warehouse 
storage space to bring the average cost down. 

Mr. Corton. Do you mean that involves space that is not in any 
way of assistance to you in this budget? In other words, is not this 
space going to bring the cost down in this budget as w ell? I do not 
quite get it. As I said in the beginning I can understand easy enough 
the difference in cost between regular space and emergency space but 
I cannot see why there should be a different rate for emergency opera- 
tion in the budget which you came to our subcommittee with and the 
emergency operations which you come to this subcommittee with? 

Mr. Reynoups. In the emergency operating estimate in our regular 
submission about 85 percent of the space is for the Department of 
Defense and that comes in large areas very often and includes some 
warehouse space so that the average cost per square foot is lower. 
Here you have the type of operation such as the Wage Stabilization 
Board and things of that gort, and there are a great number of small 
units scattered throughout the United States where you rent 3 or 4 
or 5 rooms or something of that sort and you do not have the oppor- 
tunity of balancing out these larger spaces. 

Mr. Corron. Now you are getting into rents. We were just 
talking about Government -owned space. We will come to rent in a 
minute, but this matter of renting a few rooms is another item 
entirely. 

Mr. Reynoups. That is correct. I was confused at the moment. 

The Government operation of space for Department of Defense 
and allied activities under the emergency operating expenses is totaled 
under our revised request in the amount of $23.5 million. We used 
$1.069 in that estimate and we are using $1.20 for the DPA estimate 
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before you. Both of them are based upon a measurement which 
we call net square feet. In other words, it is the usable square feet 
excluding those things which are in a building and are common to 
other operations like toilets, corridors, and things of that sort. Now, 
my understanding of it is this, and I will have to ask Mr. Schmidt 
who is here to assist me, that the $1.069 covers in Government-owned 
space some of our cheaper operating warehouse areas, filing space 
and for other purposes and there is practically none of that in the 
estimate that is before you. 

Mr. Scumipt. The Government-owned space unit cost of $1.20 is 
entirely for office space, whereas the Government-owned space using 
the unit cost of $1.069 includes a certain amount of warehouse space, 
which on an overall average brings down the unit cost for the total 
space. 

Mr. Corron. Do you mean that the 85 percent of your emergency 
operations in the regular budget which you presented to our sub- 
committee was for defense purposes and that most of that is ware- 
house space? 

Mr. Reyno.ps. No, sir, because a large portion of that appropria- 
tion was for rental, if you recall. 

Mr. Corron. Yes, sir, but I still want to confine my question to 
Government-owned space. 

Mr. Reynoups. That is right. ‘The Government-owned space in 
our estimate to you for defense-related activities was for 2,338,000 
square feet and the leased space was for 11.3 million square feet. 

Mr. Corron. Yes, but it was my recollection that in the regular 
budget under your emergency operations in Government-owned space 
you had a substantial amount of office space which you had to furnish. 

Mr. Reyno.tps. Well, we did, but there is a difference of 13 cents 
a square foot. That is really what it amounts to, and there ‘s enough 
warehouse space to bring it down. We can give you those actual 
calculations because this was made on a basis of the actual calculations 
of space. 

Mr. Corton. Yes. 

Mr. Meptey. I think I can give you an example, Mr. Cotton, that 
maybe would help clear it up. For example, under the first ‘“Emer- 
gency operating expense” item which we had under our regular budget 
before the Independent Offices Subcommittee, one of the buildings 
is the Air Force Finance Center at Denver. That is a large building, 
and it includes space for cafeterias, and so forth. 

Mr. Corron. Is that Government-owned space? 

Mr. Meptey. Yes, sir; it is Government-owned space and it also 
includes rooms for the housing of IBM installations and things of that 
nature. So, you have a certain amount of storage space and accessory 
space, exclusive of the office space per se, which would bring your unit- 
cost average for operating and maintaining that space down as com- 
pared to a small area of space in the Interior Department, where 
[ think our estimate is that there are about 100 people there whom 
we would have to house out of this appropriation which you have 
before you now. You would have merely office space for them, and 
the unit cost would be $1.20. Under the other estimate, where you 
have cafeterias and other space accessories for things above and beyond 
office space, it would tend to bring the cost down. 
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Mr. Corton. Is it not a fact that it is a lot easier to place a small 
unit of 50 or 100 people where you are in a city like Washington, or 
in any other city in any other State where you have Government- 
owned space, than it is to place large groups and large operating 
agencies? 

Mr. Reynoups. No, sir. The cost per square foot for operating 
and maintaining an area—that is, a block of 50,000 square feet of 
space which is used solely for office space—would be a little higher 
than a comparable block of space where part of it is used for storage 
and, therefore, is not cleaned every day. 

Let me answer your question, Mr. Cotton, in this way: If we can 
go into the market with a rather large block of space with a reasonably 
long tenancy, we can get a much better price than we can get by going 
in for small operations. 

Mr. Corron. This is not leased space; this is Government-owned 
space, is it not? 

Mr. Reyno.ps. That is right. 

Mr. Corron. And, when you say you are placing a group here in 
the Department of Interior or somewhere else, you are finding a place 
in Government buildings in Washington to place these people if you 
can. You squeeze them in somewhere in some building; is that not 
right? 

Mr. Reynotps. That is right; we squeeze them in wherever we can. 

Mr. Corron. Is it not a fact that if you do find a place to squeeze 
them in, which you obviously do, and if there is not Government- 
owned space, you have to go out and lease or rent it, but is it not a 
less expensive operation to take care of a small group of people who 
require only one kind of space than to go out and find a place where 
they have office space and storage space and warehouse space and 
various other things? 

Mr. Rreynoups. Well, I do not think you could say yes or no to 
that, Mr. Chairman. 


UNIT COST OF LEASED SPACE 


Mr. Corron. I am taking too much time on this item; but, in order 
to take care of the record, let us go to rental space, moving now from 
Government-owned to rental space. In the emergency operations of 
your rental space, in your regular budget presented to our Subcom- 
mittee on Independent Offices, the estimated cost was $2.129? 

Mr. Reynoups. That is right. 

Mr. Corron. And the emergency-operated rented space in this 
budget you are presenting to this subcommittee is $2.52, or roughly 
oY cents more. 

Mr. Reynoups. That is right; it is close to 40 cents a square foot 
more. 

Mr. Corron. Does the same explanation which you gave me on 
Government-owned buildings apply to that or is there a different 
explanation? 

Mr. Reyno.ps. It is the same thing. 

Mr. Corron. Where is this rental space located? I mean, by that, 
is it spread all over the country or is it here or where is it? 

Mr. Reynotps. It is everywhere; there are offices scattered 
throughout the United States. There is quite a group, of course, of 
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these people here in Washington, but there is a great amount of the 
space scattered in small offices all over the country. Let me say this: 
The Department of Commerce has 42 offices located out of Washing- 
ton, D. C., with only 350 employees. That will be reduced by June 
30, 1953, to an employment of 175. That is just one example. They 
are actually scattered throughout the United States. 


UNIT COST FOR ALTERATIONS, CONVERSIONS, AND MOVING 


Mr. Corron. For alterations, conversions, and moving, again in 
your regular budget your unit cost under this category was $0.006 
and in this budget it is $0.06. Is the same explanation applicable 
to that? 

Mr. Reynoups. No; I do not think it is. I would want to check 
that figure and supply the information for the record. 

Mr. Corron. Would you insert something in the record on that, 
please? 

Mr. Reynoups. | certainly will. 

The matter referred to follows:) 

Che unit cost of $0.006 applies to the program of almost 12 million square feet 
of space under the ‘‘Emergency operating expenses’’ appropriation for ‘‘ Defense 
and allied activities.”” The greater part of tl 
throughout the vear with a minimum of space reassignments and changes. The 
unit cost of $0.06 applies to the program of 240,000 square feet of space for 


‘Defense-production activities’? which is being cut back from 2% million square 


e space will continue in occupancy 


feet Also, changes will be involved in the program during the 1954 fiscal vear, 


further reducing the number of locations for Rent Stabilization and Ds partment 
of Commerce. 


PROPOSED LANGUAGE ON UNOBLIGATED BALANCES 


Mr. Corron. I think we should insert in the record at this point 
the language suggested by Mr. Medley in regard to the carryover. 


The matter referred to is as follows:) 
GENERAL SERVICES ADMINISTRATION 


EMERGENCY OPERATING EXPENSES 


For an additional amount for ‘““Emergency operating expenses,’’ the unobligated 
balances of funds appropriated under that heading in the Independent Offices 
Appropriation Act, 1953, approved July 5, 1952, and the Supplemental Appro- 
priation Act, 1953, approved July 15, 1952, are hereby reappropriated; and ap- 
propriations granted under this heading for the fiscal year 1954 shall be available 
to enable the General Services Administration to carry out its functions arising 
out of the Defense Production Act of 1950, as amended. 


AGENCIES TO BE PROVIDED WITH SPACI 


Mr. Gary. I wonder if we could have a list of agencies for which 
you will provide space, both Government-owned and rental space in 
1954? 

Mr. Reynoups. Yes. 

Mr. Gary. And will you separate the two‘ 

Mr. Reynoups. That will be difficult because they are com- 
mingled, but we will do the best we can with it. I can read them to 
you generally but I think you would want more specific information 
than I can give you at this time 


» 
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Mr. Gary. Yes, sir. Insert a list in the record of the agencies 
using Government-owned space and the agencies using rental space. 

Mr. Reynotps. We will try to do that. 

Mr. Gary. I just want a list of the agencies with which we are 
dealing here. That is all. 

Mr. Rreynotps. Yes, sir. 

(The information requested follows:) 


Defense Transportation Administration 
Economic Stabilization Agency 
Office of Rent Stabilization 
Small Defense Plants Administration 
Office of Defense Mobilization 
Department of Commerce 
Department of Interior 
Department of Agriculture 
Approximately 45 percent of the employees for these activities will be housed 
in Government-owned space and the balance in leased space. 


LEASED SPACE IN RICHMOND, VA. 


Mr. Gary. In the city of Richmond, Va., where I live, one of these 
agencies, and I think it is the Wage Stabilization Board, leased a 
piece of property—a corner store—in the most expensive business 
section of the city of Richmond. As a matter of fact, it is about 
three blocks from the highest rental section of the entire city and on 
the same street. I do not know what the rental is, but it must have 
been very high. This agency could just as well have transacted its 
duties at some less expensive location. 

Now, I understand, that agency has given it up and the Internal 
Revenue Bureau is planning to take it over. The property is located 
at the corner of First Street and Broad Street in Richmond. 

Mr. Reynoups. I will give you a complete story on it in the record. 

Mr. Gary. Thank you, sir. I would like to have it because it 
seems to me that it was a useless expenditure to use property of that 
value for the purposes for which it was used. 

(The matter referred to follows:) 


GSA entered into a lease covering approximately 7,300 square feet of space, 
consisting of the basement, first floor, and balcony at 21 East Broad Street, 
Richmond, Va., for the period beginning with September 1, 1951, and ending 
with August 31, 1953. The space will be released at the close of business June 
30, 1953. The property was used to meet the requirements of the Wage Stabiliza- 
tion Board. The annual rental rate on a fully serviced basis has been $15,000, 
which figures approximately $2.05 per square foot per annum. This is less than 
the average rate under this appropriation and is considered reasonable in com- 
parison with rentals paid for other space in Richmond. 

For a number of years the Government has occupied another block of space in 
the building. Under Reorganization Plan No. 18, GSA took over from the 
Department of Defense a lease covering 6,000 square feet of space on the second 
and third floors of the building, which lease began in November of 1948. The 
rate was $2 per square foot per annum fully serviced by the lessor. This lease 
was subject to cancellation by the Government in its entirety but not in fractional 
parts thereof. During the course of this tenancy it became possible for us to 
recapture from the military approximately one-half of the space. 

At that time the Bureau of Internal Revenue occupied approximately 2,000 
square feet of space in the Virginia Building at Fifth and East Main Streets. 
The lease was subject to cancellation by the Government at any time, and the 
rental rate for the fully serviced space was $1.93 per square foot per annum. 
The Bureau required additionai space. Therefore, in order to economize, we 
canceled the lease of the space in the Virginia Building and moved the Bureau of 
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Internal Revenue into the 3,000 square feet of space at 21 East Broad Street under 
the lease which was not subject to a partial cancellation right. 

Keffective July 1, 1953, we will have under lease in this building less than 50 
percent of the space that we have leased in past years. 


Unit Costs—REGULAR AND SUPPLEMENTAL BupGet REQUESTS 


Mr. Passman. Mr. Chairman, just a clarification question. Mr. 
Reynolds, under the item “Operation, maintenance, and repair for 
the protection of Government-owned space,” you have a figure of 
$1.20 per unit cost. That is the average, is it not? 

Mr. Reynoups. That is correct. 

Mr. PassMan. You may have some that run from 40 cents and 
some 60 cents and some to $1.40, but this is the overall average cost? 

Mr. Rreynoups. Yes, sir. 

Mr. PassmMan. And in comparing this appropriation against the 
other appropriation referred to it may be that more of the higher- 
priced maintenance property would fall in the category that brought 
the unit cost up? 

Mr. Rreynoups. Yes, sir, 

Mr. Passman. That is, taking into account the different type space 
which you do have to maintain? 

Mr. Reynoups. Yes, sir. I want to say this to make our position 
absolutely clear: This is as nearly statistically correct a submission 
as we can possibly make. 

Mr. Passman. I do have the correct understanding, or do I not, 
of how you arrive at this figure. You may have more of the less 
desirable space included in the other? 

Mr. Reyno.tps. Yes, sir; that is correct. 

Mr. Corron. If there are no further questions, gentlemen, that will 
conclude the hearing, 


FRIDAY, JUNE 19, 1953 


ECONOMIC STABILIZATION AGENCY 
WITNESSES 


ARTHUR 8S. FLEMMING, ADMINISTRATOR 
GLENWOOD J. SHERRARD, DIRECTOR OF RENT STABILIZATION 
E. HICKEY, CHIEF, GENERAL LITIGATION SECTION, DEPARTMENT 
OF JUSTICE 
SALARIES "AND EXPENSES 


imounts available for obligation 


Actual, Estimate, Estimate, 
1952 1953 | 1954 
Appropriation or estimate $100, 553, 375 $60, 000. 000 $1. 800. 000 
Transfer to Bureau of Labor Statist pursuant to Second | 
Supplementary Appropriation Act, 1953 100, 000 
Adjusted appropriation or estimate 100, 575 59, 900, 00K 1, 890, 000 
Unobligated balance, estimated savings 2, 170, 714 1, 630, 457 
Total obligations _ - shit ‘ 98, 382, 661 58, 260, 543 1, 890, 000 


424 


Obligations by activities 





Actual, Estimate, Estimate, 


ese tio 
Description 1952 1953 1954 


Office of the Administrator $485, 443 $364, 323 

Office of Price Stabilization 68, 678, 622 35, 584, 000 

Office of Rent Stabilization 14, 145, 768 11, 285, 100 $1, 600, 000 

Wage Stabilization Board 13, 573, 160 8, 993, 000 

Salary Stabilization Board 1, 444, 942 1, 819, 000 

Railroad and Airline Wage Board 54, 726 58, 180 

National Enforcement Comn on 165, 940 

ESA Liquidation Activities 290, 000 
Total obligation 98, 382. 661 5&8, 269, 53 1, 890, 000 


Obligations by objects 














Object classification 1952 actual 1953 estimate 1954 estimate 
Total number of permanent positions 18, 469 17, 006 983 
Full-time equivalent of all other positions 104. 9 49 l 
Average number of all employees 15, 738. 2 9, 504. 8 330 
Average salaries and grades 
General schedule grades 
Average salary $5, 173 $5, 168 $5, 095 
Average grade GS-7.8 GS8-7.7 GS-7.2 
01 Personal services 
Permanent positior $77, 592, 297 $50, 878, 634 $1, 722, 636 
Part-time and temporary positions 1, 015, 676 456, 005 10, 798 
Regular pay in excess of 52-week base 320, 883 146, 997 
Payment above basic rates 857, 746 53, 825 300 
Payments to other agencies for reimbursable details 81, 770 13, 100 
Total personal services 79, 868, 372 51, 748, 561 1, 733, 734 
02 Travel 4, 443, 958 1, 510, 296 42, 100 
03 Transportation of thir 573, 064 187, 800 3, 800 
04 Communication s« eS 2. 055, 385 1, 219, 215 25, 300 
05 Rents and utility ice 21, 448 6, 600 
06 Printing and reproduction 2, 186, 972 658, 520 19, 100 
07 Other contractual services 605, 772 162, 135 11, 000 
Services performed by other agencies 5. 916, 711 2, 379, B50 51, 000 
8 Supplies and materials 1, 307, 500 170, 681 1, 441 
09 Equipment 872, 609 20, 549 
13 Refunds, awards and indemnities 2. 506 500 
15 Taxes and assessment , 562 204, 266 2, 52 
Unvouchered 802 570 
Total obligatior I8, 382, 661 58, 269, 543 1, 890, 000 
inalysis of expenditures 
. us ate Estimate 
Actual, 1952 T timate, I imate, 
1953 1954 
Ur lated obligatior tart of vear $1, 069, 700 $6, 316, 882 $2, 5 452 
Obligations incurred during year 98, 382, 661 58, 269, 543 1, 890, 000 
Total 99, 452, 361 64, 586, 425 4,421, 452 
jated obligations, end of year 6, 316, 882 2.531, 452 
Obligated balance to certified claims 25, 511 4, 000 
Adjustment of obligatior 35, 553 26, 823 
Total expenditures 93, 074, 415 62, 024, 150 4, 421, 452 
Expenditures are distributed as follows 
Out of current authorizations. 92, 107, 669 55, 842, 356 1, 890, 000 
Out of prior authorizations 966, 746 6, 181, 794 2, 531, 452 


Mr. Taner. We have under consideration this morning the ques- 
tion of the appropriation for the “Economic Stabilization Agency.”’ 
Mr. Flemming is with us and we will be glad to hear from him at 
this time. 
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LIQUIDATION PROGRAM 


Mr. Ftemmina. Mr. Chairman and members of the committee, 
I will comment first on the liquidation items that are involved in this 
proposed appropriation and then after I finish that 1 would then like 
to present Mr. Sherrard who is the Administrator of the Rent Agency. 

If I may, I will first of all talk briefly about the liquidation items 
under this heading, “Economic Stabilization Agency.” 

Mr. Taser. Now, what I want to know first, Are all these fellows 
out who were in there, or in other agencies than the Rent Agency? 

Mr. Fiemminc. No, sir. 

Mr. Taser. Why not? 

That is what I would like to have first. 

Mr. Fiemmina. That is what I had planned to take up first. The 
amount we are requesting for the Economic Stabilization Agency, 
exclusive of rent control, has been requested solely for liquidation 
purposes. 

Mr. Taser. What do you mean by liquidation purposes? The 
thing has been dragging and they have entered into crazy contracts 
and all that kind of business. The failure to get that cleaned up has 
resulted in a lack of confidence in the organization on the part of a lot 
of people up on the Hill. 

Now I would like to have an intelligent reason why that condition 
has continued? 

Mr. Fiemmina. All right. I would be very happy. Mr. Chairman, 
to indicate to you just what these funds are for. 

If you will note they are to be used over a period of 4 months during 
fiscal year 1954. The primary function for which the funds are being 
requested is that of enforcement. In the carrying forward of a 
program in this area the following questions will be kept in mind. 
First, that October 31 is to be the cutoff date and all plans are to be 
made on that basis. It is recognized that this is the kind of an 
activity that could be stretched out indefinitely unless some cutoff 
date is fixed. Every effort will be made to conclude the program 
is such a manner as to be fair to those who have previously been 
involved in enforcement actions and in such a manner as not to under- 
mine respect for a law passed by Congress. We believe, unless we do 
clear up the major portion of pe nding | actions, a fairly large nunber of 
our citizens might decide that it does pay to engage in dilatory 
practices in dealing with the Government. 


REGULATION CHANGES 


Mr. Taper. I would like you also to comment upon the attempts 
that this agency has made to change the rules so that they could 
hold people for penalties where they could not under the rules with 
which they were operating. I understand that has been done even 
since the outfit expired. That kind of business is the sort of thing 
that has made people generally through the country have no con- 
fidence in the organization. 

Mr. FiemminG. My attention has not been called to that situation. 

Mr. Taber. I called you up on that. 

Mr. Fiemmine. In regard to a specific case? 

Mr. Taper. Yes, I did. 
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Mr. Ford, of Michigan, called it to my attention and I called you 
up about it. 

Mr. Fiemmina. I do not recall it, but I will be very happy to check 
that specific situation. I did understand that there was a case from 
Michigan and I think Senator Potter also called in connection with it. 
J think our people indicated to him that if, as the case developed, 
there was a clear indication that that had been done, that we would 
want it called to our attention. But, there has not been a further 
call in connection with it. I am in complete agreement with you, 
Mr. Chairman. Certainly the rules of the game should not be changed, 
and we will certainly see to it that this is not done. 


ENFORCEMENT CUTOFF DATE 


But, may I again underline the fact that there are just two overall 
considerations that we are keeping in mind. We are saying that 
October 31, so far as this enforcement end of it is concerned, has got 
to be the cutoff date and all plans have got to be made on that particu- 
lar basis. We are also saying that we feel there is some obligation on 
the Government to close out the enforcement program in such a way 
that a person who has engaged in dilatory tactics does not profit as a 
result of it, in fairness to the other people who have been involved in 
situedaeniod actions. 

Let me take the question of salary and wage stabilization as an 
example. The funds which are being reque ‘sted are for a continuation 


of liquidation activities and will be used, so far as enforcement is 


concerned, solely for the purpose of processing to completion appellate 

its of parties, including the Government, whose cases were litigated 
nitially m the fiscal year 1953. That is a statement of policy to 
which we would adhere very strictly. On the price regulation side 
no additional case will be transmitted to the Departihent of Justice 
after June 30, 1953, except where the violation is unusually flagrant 
and willful and involves substantial damages so far as the Government 
is conc? red 

In order to keep the record straight, I would lke to indicate that 
that statement of policy is a shift from the statement which appears, 
I think, on page 79 of the official submission. There the statement 
was made, and I am sorry I did not catch this before it was admitted 
that no additional case will be transmitted to the Department of 
Justice after June 30, 1953, except (a) where persons who have been 
continuously under investigation engaged in tactics to obstruct 
comp letion of the investigation; (b) where the violation is unusually 
flagrant, willful and involves substantial damages; and (c) where the 
case involves some novel and important principle of Ps So far as 
I am concerned as the Administrator of the Agency the only criteria 
that will be applied is the criteria indicated under subsection (b) and 
not either (a) or subsection (c). Subsections (a) and (c) are out, and 
we will use solely the criteria that is reflected in subsection (b) which 
I have already stated. 

Mr. Chairman and members of the committee, as I see it, the only 
way to bring something of this kind to a conclusion from the enforce- 
ment viewpoint is first of all to have a definite cutoff date which has 
been indicated here and then to operate in terms of certain basic 
policies. I have tried to state the policies in connection with wages 
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and salaries and also in connecion with price regulations. I can 
assure you that we will do our very best to set up controls which will 
insure the fact that any cases that are handled will be handled within 
that policy frame work and I can also assure you that any situation 
that is called to our attention where an effort is made to change the 
rules of the game in order to catch. sémeone at this particular point 
it will not be countenanced at all. 


MICHIGAN CASE 


Mr. Taser. In this particular case the court had rendered a 
judgment that they could not succeed, but they put these poor small 
business people to tremendous expense and then they attempted to 
change the rules or were in the operation of changing the rules of the 
game in an ex post facto manner to try and hook them. Now that 
did not sound good at all and it made me feel that I had no confidence 
in the setup. ‘That is why I called you. 

Mr. FLemmina. Something on that call, because, if I may say this 
oft the record 

(Discussion off the record.) 

Mr. Taser. I will get from Mr. Ford the details of it. 

Mr. Fiemmina. I will be very glad to get it from him if that is all 

right and I will call him. So, we will run it down and I will give you 

a complete report on it. But, as a matter of policy and as a matter of 
principle you and I[ are in complete agreement. I would not stand 
for that kind of operation at all. It is not fair and it is also the kind 
of thing that perpetuates an operation of this kind for an indefinite 
period of time. 

Mr. Taper. The courts would never stand for it and I am sure of 
that. 

Mr. LEMMING. That is right. 

Mr. Taser. But for people to be in office for that purpose, it is just 
too much. 

Mr. Fuemmina. That is right. There is no disagreement there, sit 


and we will administer it in such a way as to prevent that type of 
thing from happening. So far as I am personally concerned, 1 would 
be happy to close out the operation right now. But, I have been 
convinced from the standpoint of fairness to individuals that it would 
not be the right Wn or for the Government to put itself in a position 
wiiere, in effect, 1 was givi ig a pre ‘mium LO people Wio had enea rec 
in dela ying or dlgtor tactics, because ynebody else who has met 
an issue of that kind and ta had a penalt: mpos sed would feel he had 
been treated unfairly. The other thing is that I feel the enforcement 


process should be carried through to the poimt where people will have 
respect for a law that is passed by the Congress. I do believe if these 
two policy statements which I have just stated are applied rigidly 
that we will accom>lish those objectives and at the same time close 
out the operation within a reasonable period of time. 


USE OF FUNDS FOR COMPILING HISTORY OF OPERATIONS 


Mr. Taser. What have you done about the history question? 
Frankly, I think it is beyond the legal use of funds and I should feel 
obliged to ask the C omptrolle r General to disallow them any disburse- 
ments in connection with it unless it has been stopped. 
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Mr. Fiemminc. Well, I will have to make a detailed check on that, 
but no funds that are appropriated by the Congress for fiscal year 
1954 for liquidation purposes will be used for that purpose. I will 
make that as a flat statement. If the Congress appropriates funds 
for liquidation purposes, it is my understanding that they are appro- 
priating them solely for that purpose, and we will not use them for the 
purpose of rounding out any history. I will ask if there is anything 
in here that could be used in that particular way, and I will file a 
statement with the committee indicating just what it is and what the 
amount is; because, there again, I am in complete agreement with you. 

Mr. Taser. We will probably have some detailed questions on 
that particular thing. 

What is the story on the rent section? 

Mr. Fiemmine. On that, Mr. Chairman, I would like to ask the 
Director of Rent Stabilization, who is Mr. Glenwood J. Sherrard, to 
make a statement to the committee. 


BACKGROUND OF DIRECTOR OF RENT STABILIZATION 


However, before he does, I would like to acquaint the committee 
with his bac keround. He is a native of Dorchester, Mass., and has 
been engaged in the hotel business continuously since 1914. He is 
the head of the G. J. Sherrard Co., with headquarters in Boston, 
which operates a chain of Boston hotels, including the Parker House. 
Previously he had been manager of the Fort Steuben Hotel, Steuben- 
ville, Ohio, and managing director of the Hamilton Hotel at Hamilton, 
Bermuda, and pre sident of the Parker House. He served as a con- 
sultant on food to both the Army and Navy in World War II. He is 
a trustee of the Suffolk Savings Bank, Boston, and of the Deaconess 
Hospital. He is past president of the American Hotel Association, 
the Massachusetts Hotel Association, and the New England Hotel 
Association. He very kindly responded affirmatively to my invitation 
to come in and liquidate this particular operation for us. In my 
opinion, he has been doing and is doing a very fine job, and I would 
like to have the committee have the opportunity of becoming ac- 
quainted with his views and with his plans. 


RENT STABILIZATION PROGRAM 


Mr. SHerrRaArD. Mr. Chairman, I think page 21 will give you about 
everything that we really need to know about rent for ‘19% 54. As you 
gentlemen know our main purpose at the present time is to liquidate 
the agency except for those few places which are designated as critical 
areas by request of the Office of the Secretary of Defense and the 
Atomic Energy Commission. Just how many of those there will be, 
I am not in a position to say at this time because we have to wait 
for requests from the Defense Department and the Atomic Energy 
Commission. In my opinion, there should not be over 50 at the most 
and maybe less. 

At the present time, at Dr. Flemming’s request, I am working on a 
study to see if we cannot have the whole thing closed up by Presi- 
dential order. 

Our biggest item of proposed expense in the budget as you know is 
for terminal leave in the amount of about $650,000, which, of course, 
cannot be really called operating expenses. 
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I would be very happy to try and answer any of your questions. 
Now there is one typographical error in the justifications which have 
been submitted and that is the figure 1943. Instead of 1943 it should 
be 1954 in the fourth line on page 21. 

Mr. Taper. That should be 1954? 

Mr. SHERRARD. Yes, sir, instead of 1943. 

So far as the legal end of it is concerned, we are working very hard 
to reduce the backlog of legal cases. Since this report was submitted 
we have reduced it 600 already and I am very confident it will be 
cut 50 percent or to one-half by July 31 when the agency goes out of 
business, except for critical areas. 

Mr. Fiemmina. Mr. Chairman, I would like to comment on one 
statement which Mr. Sherrard has just made, namely, the fact that 
he is making a study looking toward making recommendations to me 
which in turn may become recommendations from me to the President 
relative to the possibility of eliminating the rent control operation 
even in the areas where the Congress has authorized us to continue. 
Under the law the President would have the right by Executive 
order to step in and take such action. I shall look forward to receiving 
Mr. Sherrard’s recommendations. So it is possible that we would 
have all of this out of the way before April 30, 1954. 


RENT CONTROL IN DISTRICT OF COLUMBIA 


Mr. Gary. Does the President also have authority to discontinue 
rent control in the District of Columbia? 

Mr. Ftemmina. No, that is under a separate law, Mr. Gary. 

Mr. Taner. You have nothing to do with that? 

Mr. FLemmina. No, sir. 

Mr. SHERRARD. I think Congress only extended it to July 31 in 
the District of Columbia. 

Mr. Taser. That is correct. 

Mr. SHerRArp. It was extended for 1 month beyond the end of 
this fiscal year and it goes off completely at that point. 

Mr. Gary. I am glad to hear that. I think that is proper because 
I see no reason why we should have rent control in the District of 
Columbia and not have controls anywhere else in the United States. 

Mr. Ftemminea. That is right. That law paralleled the basic law. 

Mr. Taser. I think if there are any questions of a general nature, 
we might go along with them now. 


REDUCTION OF RENT-CONTROL AREAS 


Mr. Fiemmina. As Mr. Sherrard’s statement indicates, by July 31, 
under the definition for a critical defense area which the Congress has 
provided us, we do not think there will be more than 50 areas still 
in the picture, and what we will do is to take a look at those and see 
whether or not we should recommend to the President to drop rent 
control in those areas because obviously it would be a very small 
operation. 

HIGHLIGHTS OF BUDGET REQUEST 


Mr. Gary. I suggest we put pages 21 and 22 in the record. 
Mr. Taper. I do not see any harm in that. 
(The matter referred to follows: 
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OrFiceE OF RENT STABILIZATION 


ESTIMATE, FISCAL YEAR 1954 
Highlights 

The estimate amounting to $1,600,000 represents the amount estimated to be 
required to administer the rent-stabilization program as authorized and directed 
by the Housing and Rent Act of 1953 (Public Law 23, 83d Cong.) approved April 
30, 1953, during the fiscal year 1954. For budget purposes the major provisions 
of the law are as follows: 

1. The continuation of the existing program in all areas where maximum rents 
were in effect on April 30, 1953 until the close of July 31, 1953—a period of 1 
month during the fiscal year 1954. 

2. The administration of a limited rent-stabilization program (excluding accom- 
modations the construction of which was completed on or after February 1, 1947 
or which are additional accommodations created by conversion on or after Febru- 
ary 1, 1947) in any area which has been or is certified as a critical defense housing 
area under new criteria established for such areas, requiring a review of critical 
areas certified prior to April 30, 1953 and the decontrol of such areas as do not 
meet the new requirements for certification. Controls under this provision are 
to expire on April 30, 1954. The estimate contemplates complete liquidation of 
the organization continuing after July 31, 1953 by not later than May 15, 1954. 

3. The liquidation of the Office of Rent Stabilization not later than July 31, 
1953, as of which date the unexpended balances of funds, together with records, 
property, and necessary personnel shall be transferred to such officer or agency 
as the President may designate. 

Until the review of all of the critical areas (par. 2 above) has been completed 
and the determination made as to which will continue under control it is impossible 
to establish the exact staffing of the area rent offices. For the purpose of the 
estimate it has been assumed that out of the approximately 96 military critical 
areas certified under the old criteria there will remain under control after July 31 
about 45 areas serviced by small offices with a total staff of about 135 employees. 

As of June 1, 1953 there were under control approximately 5,200,000 rental 
units of which about 1 million were in critical defense housing areas, and it is 
assumed that approximately this number will continue under control until July 
31, 1953. However, it is recognized that with decontrols pending the workload 
will materially decrease and this is reflected by the substantial reduction in force 
already accomplished or planned for the immediate future. The 2,900 employees 
on the roll on July 1, 1952 will have been reduced to about 900 on July 1, 1953, 
with a further substantial reduction planned for July 15, 1953. All area rent 
offices serving areas which will not continue under control will be closed not later 
than Julv 31, 1953. 

The regional offices and the litigation offices will be abolished on July 31, 1953, 
and the field records and property offices on August 31, 1953. All supervisory 
and servicing activities for the offices in areas continuing under control will be 


conducted from Washington Provision is made for a few attorneys and clericals 
to remain on duty in the field through December 31, 1953 to handle the work- 
load in connection with approximately 3,100 cases pending in the courts and about 


6,200 pending unpaid juagments and settlements involving about $3,646,000. 


(Discussion off the record.) 
USE OF FUNDS FOR COMPILING HISTORY OF OPERATION 


Mr. Fiemminc. Could I just put on the record the fact that I have 
checked and there is nothing in this proposed appropriation for 
histories. I have been assured of that fact. 

Mr. Taser. I wonder how much they have wasted on that already. 
It is quite a considerable item. 

Mr. Fiemmina. I do not know. 

Mr. Taser. I would like to have that in the record. 

Mr. Fiemmina. I would be glad to supply it for the record. 

Mr. Taper. I want to refer that to the Comptroller Genera! 

Mr. Fiemmina. Yes, sir. 

(The matter referred to follows:) 
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In March, 1952, the Director of the Bureau of the Budget wrote the Adminis- 
trator of the Economic Stabilization Agency requesting the participation of ESA 
in @ program designed to record and appraise the administrative experience of 
the agency in carrying out its mobilization responsibilities in the current defense 
program. In making this request, the Director of the Bureau of the Budget 
was acting in accordance with instructions from the President contained in a 
letter of January 29, 1951. In that letter, the President pointed out that ‘‘the 
historical records maintained during the previous periods of emergency have 
been of great value,’”’ and expressed his belief that ‘‘we should analyze the devel- 
opment of our present activities while the problems are still fresh in the minds 
of the participants. Such analyses will help us solve the problems we shall 
face in the future.”’ 

The ESA Administrator agreed to cooperate in this project and plans were 
discussed with the constituent agencies. The pressure of operations prevented 
any immediate action of significance, since it was believed that the work could 
be best and most economically done by particularly well qualified members of 
regular staffs of the agencies. However, the Office of the Administrator employed 
during the summer of 1952 2 consultants for a total of 6 months to prepare studies 
of the problems faced by the Valentine and Johnston administrations of ESA. 

It is estimated that the total man-months devoted to these purposes prior to 
March 1, 1953, including that of the consultants, did not exceed 9 

Early in March 1953, plans for this program were reviewed by the staffs of 
ODM and the Bureau of the Budget. As a result, the Bureau of the Budget 
determined upon an allowance of 166 man-months to be utilized in the prepara- 
tion of histories during the period of March 1—June 30, 1953. Because personnel 
involved were engaged with duties other than the preparation of histories, no 
precise figure as to the dollar costs is available but it is estimated that the costs 
for salaries will not exceed $125,000. This includes the cost of a contract entered 
into by OPS with a private individual to prepare a comprehensive review and 
critical appraisal of the basic price policy decisions of that agency. Aside from 
the two consultants in the Office of the Administrator in the summer of 1952, and 
the OPS contract, no new personnel were hired for this work, all assignments 
being made to personnel already on the staffs of the agencies. 

The OPS has in addition to the above carried out a program to secure from 
members of its staff studies of the problems faced by the operating units of the 
agencies. These studies have been prepared by staff facing early separation from 
the agency under reduction in force notices. Studies prepared under this program 
are listed below as operational history papers. 

In summary, it will be noted that the project was undertaken as a result of a 
communication from the Director of the Bureau of the Budget in March 1952, 
and that in March 1953, the Bureau of the Budget authorized the utilization for 
this purpose of 166 man-months of professional staff through June 30, 1953 

These studies are intended for the information of Government agencies having 
responsibilities for mobilization planning and readiness. No documents prepared 
as a result of these studies will be distributed publicly at Government expense. 
In addition, no document will be deposited at any place in Government until the 
new Assistant Directors of the Office of Defense Mobilization, now in process of 
appointment, have had an opportunity to review them and make recommendations 
as to final disposition to the Director. 

All the studies are to be completed by June 30, 1953, at which time the program 
terminates. The following is a list of the studies which have been received by 
ODM as of June 23, 1953: 


Economic Stabilization Agency 
The Economic Stabilization Administrator and the Wage Stabilization Board 
Administrative History of the Economic Stabilization Agency under Administrator 
Alan Valentine: September 9, 1950—January 19, 1951 
The Economic Stabilization Agency in the Johnston Period 
Office of Price Stabilization 
Operational History Papers: 
History of: 
Ceiling Price Regulation 24, Beef at Wholesale, 1951—53 
The Hawaii Territorial Office, 1951—53 
The Pulp, Paper and Paperboard Branch, 1951-53 
The Distribution Branch, 1951—53 
Grain Price Control, 1951-53 
Grocery Products Branch, 1951-53 
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The Dairy Branch, 1951—53 
The Regulation of Automobile Prices, 1950-53 
Consumer Advisory Committee and Local Consumer Advisory Commit- 
tees, 1951-53 ’ 
Consumer Soft Goods Branch, 1951—53 
Suilding Materials Branch, 1951-53 
Restaurant Price Control, 1951-53 
The Consumer Durable Goods Branch, 1951-53 
Studies which are expected to be submitted to us as of June 30, 1953, include 
the following: 
Office of the Administrator 
Problems of Price-Wage Coordination 
History of the Putnam Administration 
Stabilization-Production Coordination 
ESA Relations with Tripartite Wage Board 
History of the Office of Salary Stabilization 
History of Rent Stabilization 
History of the Wage Stabilization Board 
History of the Railroad and Airline Wage Board 
Office of Price Administration: 
Fact Finding Problem 
Field Organization 
Analysis of General Ceiling Price Regulation 
OPS Standards 
Individual Adjustments in Price Ceilings 
Parity in Price Control 
Small Business 
Government Procurement 
Relationship With Other Federal and State Laws 
Also a number of operational studies. 


Mr. Davis. I have a couple of questions which I would like to ask 
at this time, if there are no other questions on this tiem. 

Mr. Taner. All right. Before we get to the dollar question are 
there any questions which any member desires to propound other 
than to the dollar items? 

Go ahead, Mr. Davis. 


RENT ADJUSTMENTS FOR GOVERNMENT-OWNED HOUSING 


Mr. Davis. | have two questions, Mr. Flemming: The first has to 
do with the problem of rents in regard to Government-owned housing 
in areas still subject to rent control. A year ago we had a problem 
with the Corps of Engineers in particular and it applies across the 
board in Government. The Congress wrote into the final supple 
mental appropriation bill a provision requiring them to set their rents 
at a reasonable rent to reflect the value of the property and so on for 
Government-owned housing, instead of a very rigid and unrealistic 
schedule which had been in effect. In the course of the hearing 
this vear it developed that by and large a sincere effort was made to 
bring this rental up to a reasonable level. This involves Federal 
employees living in federally furnished housing except in those areas 
still subject to rent control. So far as we could find out and for the 
most part, the rent-control offices ignored the directive that Congress 
had given and in a number of cases, at least, no adjustments were 
made in those areas at all because the rent-control authorities con- 
tinued to assert their authority to deny increases even though Con- 
cress had given a firm directive that that should be done. 

If | may, I would like to ask Mr. Sherrard to speak on that. 
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Mr. SHERRARD. It would be helpful to me if you would be specific 
as to the area. I know what you are talking about in a general way, 
but if you would tell me which one you have in mind I could give you 
a positive answer. We have given them increases, but we could not 
give them all they asked for because you could not do so under the 
law. 

Mr. Davis. One specific example was the Federal housing at the 
MeNary Dam construction project in the Northwest. 

Mr. Fitemmina. We can get the facts on that and supply them for 
the record. 

Mr. Davis. Would you insert a statement in the record on that so 
we would have that information in the hearings? 

Mr. SHERRARD. Yes, sir. 

Mr. Gary. Are you talking about defense housing now? 

Mr. Davis. No, this is federally owned housing furnished to Federal 
employees. 

Mr. Gary. But you are not talking about the public housing law 
or low-cost housing? You are talking about housing erected in de- 
fense areas? 

Mr. SHERRARD. It is housing which has been erected to relieve the 
housing shortage in these areas. 

Mr. Davis. When they start a large construction program like at 
McNary, they move in and construct some housing and use it for the 
construction crew and for people who might come there after that. 

Mr. Gary. That is covered under the Defense Housing Act, if I 
am not mistaken. 

Mr. Taser. You would not have anything to do with the control 
of rent on Government property? 

Mr. SHERRARD. Yes, sir, we have. 

Mr. Davis. That is the crux of the thing, Mr. Chairman, 

(The following information was supplied: ) 

JUNE 23, 1953. 
Hon. Joun TABER, 
Chairman, House Appropriations Committee, 
Washington, D. ¢ 

Dear Mr. CHArrRMAN: In accordance with a request made by Congressman 
Glenn R. Davis, of your committee, I am submitting a report concerning certain 
public-housing projects in the critical area known as Umatilla-Hermiston, which 
consists of Umatilla County, Oreg. 

One of the projects in the area is located in McNary, Oreg., and consists of 5 
Government-owned rental units It is occupied principally by employees of 
United States Corps of Engineers. In conformity with a directive from the 
reau of the Budget, known as Circular No. 45, the United States Corps of Ex 
neers on or about June 1, 1952. requested the Office of Rent Stabilization to 
crease the rents to comparability. As in all areas under rent control, there exi 
a local rent advisory board which consists of a group of representative citizens o 
the area, who serve without compensation. On June 4 the board considered this 
petition and after review and study decided that since the rental ceilings in effec 
are comparable with like units in the area the petition was denied. However 
area rent director advises that while these units would have been entitled to a 
adjustment under the comparability study, a Mr. Roland West, of the Real 
Estate Division of the Corps of Engineers, with offices located in Walla Walla 
Wash., appeared at the board meeting and requested that the board deny 
petition they had filed because of the possibility that an increase in rent would 
result in rents higher than those being charged in another project located in Walla 
Walla. Mr. West stated that the reason for his request was to avoid any problen 
that might result in the shifting of personnel In accordance with 
request the board denied the petition 
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I would like to point out that all of the above units have been constructed since 
February 1, 1947, and, therefore, are not now under control as provided by the law 
enacted by Congress effective May 1, 1953. 

Another PHA project is located in Ordnance, Oreg., which consists of approxi- 
mately 100 units and is used mainly for the purpose of housing ordnance workers. 
The only request for an increase in rent concerning these housing accommoda- 
tions was a petition for the 20-percent statutory increase. This petition was 
granted and there have been no further petitions filed. 

Another PHA project, consisting of 3 or 4 units, is located in Meachem, Oreg. 
A petition was filed to increase the rents to comparability, which was granted. 

A non-Government local county authority housing project consisting of 83 
units is located in Hermiston, Oreg. A petition was filed by the authority on 
April 30, 1953, requesting a $4 per week increase in rent. The petition was 
granted. 

If I can furnish any further information in connection with these projects 
please do not hesitate to contact me. 

Sincerely yours, 
GLENWoopD J. SHERRARD, Director. 


UNLIQUIDATED OBLIGATIONS 


Mr. Taser. I notice the $2,500,000 listed as unliquidated obliga- 
tions. Do you show the proposed use of that somewhere in these 
justifications? 

Mr. Fiemmina. There will be a savings of over $1,600,000 at the 
close of the fiscal year. 

Mr. Taser. On page 15 of the justifications you show as unliqui- 
dated obligations at the start of the year $2,531,452, and then you 
are adding this request for $1,890,000 to that. In order to judge the 
validity of the additional request, I think we are entitled to know 
what use is to be made of the other available amounts there and I 
am wondering if somewhere in the justifications that is shown? 

Mr. Fiemmrne. I will have to do some digging, I think, to give 
you the details on that, but the estimate has been made that at the 
end of the fiscal year we would have approximately $1,600,000 in 
savings. If you go to page 11, Mr. Congressman, next to the last 
line in unobligated balance, there is an estimated savings of $1,630,457. 
These are estimates as to where we will be on June 30. Really, your 
question is directed to what is going to happen to the difference 
between the $1,600,000 and the $4,400,000 between the time these 
were prepared and June 30? 

Mr. Davis. As I understand it now, on page 15 there is going to 
be $4,400,000 available for expenditure during the 1954 fiscal year? 
Is that correct or not? 

Mr. Comrorrt. I wonder if you would permit me to throw a little 
light on that? 

Mr. Taser. Yes, go ahead. 

Mr. Comrorr. I think you are looking at a statement called 
“Analysis of Expenditures.” 

Mr. Taper. Yes I am. 

Mr. Comrort. That unliquidated balance as of the end of fiscal 
year 1953 would be unpaid bills which must be paid during the fiscal 
year 1954. It is merely a statement to show how much money will 
will be spent in 1954 without regard to the year for which it was 
appropriated. 

Mr. Taser. All of that money will have been committed by July 1, 
1953? 





Mr. Comrort. All of that money will be spent by commitments 
to pay commitments made during fiscal year 1953, but I am not 
familiar with how the amount was arrived at. 

Mr. Fitemmina. These are expenditures which will run over into 
1954 based on 1953 commitments. 

Mr. Taper. That clears it up. Thank you. 


LEAVE PAYMENTS 


Mr. Corron. I hesitate to make this comment but I think it is 
only fair to you to make it. I do not want to be offensive about it 
or unjust, but I think that I should say to you that we who serve on 
the Independent Offices Subcommittee, as you know, went into some 
detail in this matter of the manipulations that went on down in your 
agency—it was your agency, was it not? 

Mr. Fiemmtne. The Rent Stabilization Agency is under the 
Economic Stabilization Agency and I was placed in charge of it a 
few months ago. 

Mr. Corron. You know what I am talking about—this matter of 
employees resigning and going to work the next day and taking leave 
money out. It has seemed to us that the action which you took on 
it was nothing more or less than a whitewash. I think it is only fair 
to say to you that having gone through that problem, unless I can be 
shown in a different light what the situation was, I am going to be 
very, very reluctant to vote appropriations for an agency that condones 
that sort of performance. 

If you care to make any comment on it, I would be glad to hear it. 
I did not want to take up too much time of the committee on this 
subject, but it is only fair to say that to you and to get it on the 
record. 

Mr. Fiemmina. Mr. Cotton, I will be very happy to comment on 
it because it is a matter which was brought to my attention after 
[ took over as the Acting Director of the Economic Stabilization 
Agency. Let me take it step by step so as to make the record clear. 
I think there were three persons concerned initially who had parti- 
cipated in a program under which employees were terminated on a 
particular day as regular permanent civil service employees, picked 
up their annual leave, and on the next day were appointed as tempo- 
rary employees, served for a period of time in that particular capacity, 
picked up some additional annual leave, and then went back oa the 
rolls as permanent employees. 

As a result of that action being brought to light, the Acting Ad- 
ministrator of Rent Stabilization preferred charges and suspended 
them for a period of 30 days. They responded to the charges but 
the suspension was kept in effect by the Administrator. They then 
appealed to me as the Administrator of the Economic Stabilization 
Administration and I appointed a special committee to hear their 
appeal. The committee was made up of retired civil service em- 
ployees. That committee recommended to me that I reinstate the 
employees concerned and cancel the suspension—the 30-day suspen- 
sion. I looked into the matter very carefully and decided that they 
had engaged in conduct that career civil service employees should 
not engage in and consequently turned down the appeal and refused 
to revoke the 30- day suspension. 
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Mr. Corron. Pardon me, but I want to be clear on this. You 
are now talking about these 2 or 3 people who thought up the scheme? 

Mr. Fremmina. That is right. 

Mr. Corton. And not talking about the rest who availed them- 
selves of it? 

Mr. FtemminG. The only cases which were before me were the cases 
of these three people who, it was alleged, did think up the plan. In 
turning down the appeal I stated in as firm language as I knew how 
to use that I felt they had engaged in a gross impropriety in develop- 
ing this scheme and putting it into operation. 

"There upon the Acting Administrator preferred charges against them 
looking toward their dismissal. He received an answer to the charges 
and ordered them dismissed. 

They then again appealed to me from that particular action. | 
went into the matter carefully and felt that it was a case of imposing 
two penalties for the same offense, and I did not feel that that was 
the right thing for the Government to do. I felt that they had en- 
gaged in very prejudicial conduct and they were suspended for a 
period of 30 days without pay. With that penalty having been im- 
posed it seemed to me that the Government could not properly turn 
around and impose a second penalty for the same offense. If the 
Administrator in the first instance had decided to impose the penalty 
of dismissal, I think undoubtedly I would have looked at it differently. 
Now, that may be a mistake of judgment, but you and I are in com- 
plete agreement on the characterization of the conduct participated 
in by those three employees. I do not condone it, and I character- 
ized it in a letter which later became public property as gross im- 
propriety on their part. I stand on that, but I simply felt from the 
standpoint of fairness and equity that the Government could not in 
a case of that kind choose one penalty, impose it, and then turn 
around and impose a second penalty. That is the only reason for 
my decision. 

Mr. Corron. I do not want to take unnecessary time of the com- 
mittee, but I weuld like to ask you this: First, your decision was that 
in the case of these three their conduct constituted an impropriety 
but was not illegal; is that correct? 

Mr. FLemmina. The question of legality, Mr. Cotton, was not before 
me. I felt, and I appreciate the fact that there was quite an argu- 
ment on that question going back and forth as to the attitude of the 
officials of the General Accounting Office who were in the case in the 
beginning, but I did not feel I had to get into that as a legal question. 
I felt that the question before me was whether or not those employees 
had conducted themselves in a manner in which civil-service employees 
should conduct themselves and I decided they had not. That is why 
I upheld the penalty of 30-day suspension. 

Mr. Corron. Is it not a fact that the rest of the employees who, 
while apparently they did not have the ingenuity to plan this scheme, 
profited by it and indulged in the practices, and have been allowed to 
escape entirely unscathed? Not only that but they have been allow ed 
to retain the monetary advantages they gained by this practice? Is 
that correct? 

Mr. Fiemmina. I would have to turn to the Rent Administrator 
to answer that particular question, because the only cases which were 
before me were the cases of these three people on appeal. 
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(Discussion off the record.) 

Mr. Corron. It is my understanding that these three instigators 
are now not connected with the Government? 

Mr. FLtemmina. That is my understanding. 

Mr. Corton. I would like to know if these other people who en- 
gaged in the practice and profited from it are still on the payroll in 
your agency or, so far as your knowledge goes, on the payroll in any 
other agency. 

Mr. Ftemmine. Again, we will have to turn to the Rent Adminis- 
trator to answer that question. 

Mr. SHerRArp. I will ask Mr. Barr to answer it. He was in charge 
at that time and is much more familiar with it than I am. 

Mr. Barr. Some of the other employees of the remaining 50 are 
still on the payroll. The Comptroller General ruled it was an illegal 
act and as a result the General Accounting Office required the em- 
ployees to pay back whatever financral gains they received by engaging 
in the plan. 

Mr. Corron. How many of them are still on the payroll? 

Mr. Barr. Well, of course, we have gone through reduction in total 
agency force and I would guess that perhaps one-half of them are. 
I would have to get the exact figures on that. 

Mr. Corron. It is inconceivable to me that when employees have 
been guilty of practices which you have ruled, and your agency has 
ruled, are gross improprieties, they would be permitted to continue 
on. Who ruled on the illegality of the question? 

Mr. Ftemmina. The Comptroller General. 

Mr. Corron. The Comptroller General has indicated that the 
practice was positively illegal. I do not know the extent of the 
illegality. 1 do not think it means criminal liability—but illegal so 
that they have had to make restitution for money that they have 
unjustly, and I think I could use the word ‘‘dishonestly’”’ received 
from the Government. It is inconceivable to me that they should be 
allowed to remain in the employment of the Government after that 
kind of performance. 

Have you any comment on that? 

Mr. Barr. Sir, I am not the head of the Agency now. 

Mr. Suerrarp. The policy was, as I understand it, sir, and this 
occurred before my time with the Agency, that since the plan was 
instigated by their superiors and if they returned the money, that is 
all they should have done. I do not ‘belie ve under the regulations 
you could discharge them because I do not believe they have done 
anything illegal. I am not standing up for them and do not mis- 
understand me, but I do not think from the w ay the regulations were 
written that they could be charged with an illegal act. 

Mr. Corron. Well, I thought it had been ruled illegal and they 
had been compelled to make restitution. 

Mr. SuHerrarp. That was done by the Comptroller General but 
that was after the act was done. As I see it, it was a scheme that 
someone thought up—and it was a clever scheme—and when it 
worked, everyone tried to get on the bandwagon. 

Mr. Corron. It was not only a clever scheme but it was a dishonest 
scheme. 

Mr. SHerrarp. I agree with you. 
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Mr. Corron. Are we operating under the kind of civil-service 
restrictions that employees cannot be discharged after they have 
been guilty of conduct on which the Comptroller General, at least, 
has ruled as illegal and on the basis of that ruling these employees 
have been compe elled to restore the mone y imprope sly collected? Are 
we working under that kind of a civil-service requirement? 

Mr. SuHerrarp. I am not a civil-service expert, but Ithat is my 
understanding. 

Mr. Corron. That is all, Mr. Chairman. 

Mr. Taser. Is there any money in here to keep these people on 
the payroll? 

Mr. SHerrarp. There is no money to keep anyone on the payroll 
whom we do not need, sir. 

Mr. Taper. Well, I would not think you needed any of these. 
I would like to have a list of them submitted with the amounts which 
they draw. That would be a good place to save a dollar. 

(The information requested follows:) 


of employees who are still employed by the Office of Rent Stabilization who 
participated in the so-called plan X 


Per annum 


Rate Location 


Employee 


Florence I. Bloomberg $5,185 | National Office 

A. Harry Borjes 16 Do. 

Mae D. Boucher 7,2 Do, 

Kenneth A. Campbell . Atlanta, Ga 

G. William Comfort ) 7s , 20 National Office. 
Burnham W. Diggle 4 ’ ) Do. 

Sombie Donine 5 5, 685 Do, 

William Goldtaum ‘ 9, ¢ San Francisco, Calif, 
C. Howell Happ 9, | National Office. 
Charles N. Hoffman ; . ¥, Do. 

I irl A. Hoyle ; : 10 | Mt. Holly, N 

James W. Hurley 7 Nationa) Office 
James R. Moore he 9,3 San Francisco, Calif, 
Dot rothy K. Pierce c : 9, Do 

Cr srles O. Plummer 5,185 | National Office. 
Aurora Rodricuez 3, 43 San Juan, P. R. 

N ith in Siegel National Office 
Donna G. Sparks 4, 16 San Francisco, Calif. 
Evelyn D. Tompkins i 5,3 National Office. 
William H. Weed ®: , si 9, Do. 


Mr. Davis. Discussion off the record. 

Discussion off the record.) 

Mr. SHerrarp. There are certain civil-service laws which I have 
to observe in letting these people go. I would be perfectly willing 
for you to change them. 

Discussion off the record.) 

Mr. Fiemmina. Let me say this, Mr. Congressman: The 3 that 
were involved in the original appeal, when the Acting Administra- 
tor moved to discharge them after the suspension had been upheld, 
were in 2 different categories. One was a lawyer without civil- 
service status, as I understand it, and when the Administrator decided 
to discharge him, all he had to do was to tell him that he was discharged 
and he had no further appeal and no recourse to the Administrator 
of the Economic Stabilization Agency. The other 2 were civil- 
service employees and they did have the right of appeal, but during 
the period of time that their appeal was pe nding it is my understanding 
that 1 applied for retirement—he was entitled to retirement and 
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applied for it—and the other, according to my understanding, was 
reached normally in a reduction in force. So, when they received 
my decision to the effect that I did not feel two penalties should be 
imposed for the same offense, it had no practical effect so far as 
letting one of them go back to work was concerned, because she had 
been reached in a reduction in force, and therefore did not return to 
active service. As far as the one .who applied for retirement is 
concerned, I assume the application for retirement was processed 
and so that person is no longer working in the Agency. 

I might say this, that all 1 stated to the head of the Rent Stabiliza- 
tion Agency was that in my judgment two penalties should not be 
imposed for the same offense. I believe that my action, of course, 
did not foreclose the right of the head of the Agency to consider the 
question of whether or not he felt those persons could continue to 
render adequate and effective service to the Agency. 

Just to use a hypothetical situation for the moment and not attempt- 
ing to follow through on these specific cases, it seems to me that if two 
persons in key administrative positions had reached the place where, 
as a result of their operations, they had lost the confidence of the 
appropriate committees of Congress and had lost the confidence of the 
General Accounting Office, the head of an agency might very well 
decide they were no longer in a position where they could render him 
effective staff service and proceed to file charges along those particular 
lines. 

My decision rested solely on the fact that I felt it was dangerous 
from the standpoint of administrative procedure to get into a position 
where the Government would impose two penalties for the same 
offense. 

Mr. Gary. As I understand it, you merely employed the well- 
established legal rule of former jeopardy; that these people had been 
in former jeopardy for the same offense and under the criminal laws 
you do not put a man in jeopardy twice for the same offense. 

Mr. Ftemmina. That is correct, Mr. Gary. That was my whole 
approach. 

Mr. Taser. On the other hand, the efficiency ratings and that 
sort of thing which the people get might be affected by such a thing 
so that those people might be the ones who would be least desirable 
on your roll. You could take those things into consideration in your 
separations. 

Mr. Fitemminea. That is correct, Mr. Chairman, and that is just 
what I was trying to say a few minutes ago. It would be a different 
approach to it. 

ESA LiquipaTIon ACTIVITIES 


Mr. Taper. We have here an estimate of $1,600,000 for the con- 
tinuation of the Rent Office and a separate estimate of $290,000 for 
the ESA liquidation activities. Which one shall we take up first? 

Mr. Fiemmina. Either one will be satisfactory with me. 

Mr. Taser. We will take yours up first, then, which involves the 
$290,000. What page will that be on? 

Mr. FLtemmina. That starts on page 76. 

Mr. Taser. And the green sheets break it down here on page 92? 

Mr. FLtemmina. That is correct. 
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POSITIONS REQUESTED 


Mr. Taser. You want 77 positions and the salary requirement is 
$207 ,359? 

Mr. Fiemminc. It is an average of 31 positions. You are thinking 
in terms of the entire year? 

Mr. Taner. Yes, for the year, 

Mr. Fiemminc. That is right. 

Mr. Taser. Now, do you have anywhere a breakdown of what 
those positions would be so that we could get a good picture of them? 

Mr. Ftemmine. On page 105, Mr. Chairman. 

Mr. Taser. You have a chief counsel at $13,200. Do you expect 
to have him on the roll all of the way through the year, or do you 


not know? Ido not suppose you have any idea as to how long these 


people would be on the rolls? 
Mr. Ftemminec. He certainly will not be on the roll beyond October 


ol. 

Mr. Tanger. October 31, then? 

Mr. Fiemminea. That is right. In other words, all of these people 
will be off the roll on October 31. 

Mr. Taner. You have 77 proposed employees and lapses of 47 
man-years. Up to October 31 is one-third of the fiscal year, and I 
just wonder why you need more than one-third of the $502,000. 

Mr. Fremmine. On what page are you, Mr. Chairman? 

Mr. Taner. One hundred and seven. I wonder about that. If 
you had one-third of that amount that would be $161,333. 


TERMINAL LEAVE 


Mr. AnprersEN. Does this terminal leave enter into the picture in 
any way? 

Mr. Fiemmina. Yes, that is in the picture undoubtedly. There 
is an allowance for the terminal leave because the idea is here that we 
will liquidate as of October 31 and, consequently, provision has been 
made for those funds to pay terminal leave. In other words, $196,000 
of the $207,000 is for their regular pay and the terminal leave during 
the 4 months’ period. 

W. A. E. EMPLOYMENT 


Mr. Taser. You have w. a. e. employment here in the amount of 
$10,798. I wonder why you need that? 

Mr. Fuemminc. The members of the Enforcement Commission 
which considers these appeals are compensated in that way. They 
are compensated just for the days that they actually sit. 


PENDING CASES 


Mr. Taser. How many cases do you have over there that need 
attention? 

Mr. Ftemminea. You are referring to the price cases? 

Mr. Taner. We are talking of the ESA setup outside of the rent, 
because that is a separate item. 
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WAGE AND SALARY ENFORCEMENT 


Mr. FLtemmina. If we could refer to page 77, Mr. Chairman, taking 
wage and salary enforcement right in the middle of the page it states: 


The following assumptions to carry out this program are based on the best 
information available at this time. 

As of May 11, 1953, there were approximately 625 complaints issued and 
scheduled or to be scheduled for hearings before the Enforcement Commissioners 
Out of the hearings which are likely to be held during the balance of fiscal year 
1953, and on which individual Enforcement Commissioners will complete their 
findings no later than June 30, 1953 (with some unavoidable exceptions), approxi- 
mately 185 will involve appeals which will have to be decided in fiscal year 1954 
This number will be much larger if most violators believe that inadequate provi- 
sion for handling appeals will exist in fiscal year 1954, so that procrastination would 
be to their benefit 

The processing of these appeals, including preparatory staff work, consideratio1 
by the Commission itself 


that is, the Enforcement Commission 


and conduct of oral] hearings in those instances where required, will be completed 
by October ol, 1953 


except, of course, those cases which may be in the hands of the Depart- 
ment of Justice which would handle those 


except for cases delayed because of litigation. 

The number and rate of pay of staff required to carry out the processing of 
appeals will be equivalent to the present staff of the National Enforcement Com 
mission for a period of 4 months 


Coming down to the last paragraph: 


The Government representation in connection with appeals cases before 
Commission and with handling of related court litigation up to October 31, 1953, 
could be handled by the equivalent of 42 man-months on wage stabilization 
matters and 8 man-months on salary stabilization matters. The appeals work- 
load assumption is that each attorney will handle seven cases per man-mont! 
\ total of 20 oral hearings of not more than 1 day each will be conducted before 
he National Enforcement Commission. The costs of reporting these hearings 


will be shared by the Government with the parties, 


t 


PRICE ENFORCEMENT 


Then coming over to the price side, the first part deals with legal 
protests of which there are 22 protests pending and 9 before the 
Emergency Court of Appeals. 

Then coming down to price enforcement: 


Over 900 cases which have been referred to the Department of Justice involve 


price violations representing penalties in excess of $5 million. This sum, which 
is based on tentative Treasury receipts, may actually be exceeded if the total 
overcharges are realized All enforcement proceedings pending on June 30, 


1953, including cases where investigations have been completed but complaints 
have yet to be filed, will be brought to a conclusion in a manner which carries 
out the objectives of the act, and is satisfactory to the Government. 

Then we come to the policy statement to which I have referred 
earlier. 

Then there is an indication that insofar as investigations are 
concerned the only ones conducted will be those where the Depart- 
ment of Justice requests assistance. 

As you know, there is included in this sum $50,000 to be appro- 
priated to the Department of Justice. 

Mr. Hickey of the Department of Justice is here and would be very 
glad to respond to any questions relative to that phase of the operation. 
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LIMIT ON PERIOD OF LIQUIDATION 


Mr. Taser. Please put in the record the first paragraph on page 
76 at this point, including the quotation. 
(The matter referred to follows:) 


ECONOMIC STABILIZATION AGENCY 
STATEMENT OF JUSTIFICATION 


ESA liquidation activities 

Section 717 of the Defense Production Act, as amended provides that titles 
IV and V shall terminate April 30, 1953, and that “any agency created under 
this act may be continued in existence for purposes of liquidation for not to exceed 
6 months after the termination of the provision authorizing the creation of such 
agency.” 

Mr. Taser. That will force the setup out as early as the 31st of 
October? 

Mr. FLEMMING. Yes, sir, that is correct. 

Mr. Taper. We have no authority to appropriate funds to carry 
on operations beyond that? 

Mr. FLemmina. Yes, sir, that is correct. 


ENFORCEMENT ACTIVITIES OF JUSTICE DEPARTMENT 


Mr. Taser. I guess we might hear from the Department of Justice 
on that now. 

Mr. Hicksy. My name is Edward H. Hickey. I am Chief of the 
General Litigation section under the Assistant Attorney General of 
the Civil Division who is responsible for handling the stabilization 
enforcement litigation referred to the Department by the Office of 
Price Stabilization. 

Dr. Flemming mentioned that part of the allowance his Agency 
is making includes a $50,000 allocation of funds to the Department 
of Justice to handle pending civil cases. 

The basis for the request of the Department of Justice briefly is this: 

As you know, under the procedures prevailing before the termina- 
tion of controls on April 30 of this year Congress had placed respon- 
sibility for the litigation arising under that statute in the hands of 
the Attorney General. In the exercise of that responsibility through 
the United States attorney’s offices throughout the country there 
were appointed in various districts special assistants to the United 
States attorney who were responsible to the United States attorney 
and the Department of Justice for the handling of this litigation. 

Asa result of the termination of controls there were pending in these 
various districts and under the control of the Department more than 
1,000 civil cases. 

Now, these special assistants who are responsible to the United 
States attorneys and through the United States attorneys to the 
Attorney General, had been paid not by the regular appropriations 
of the Department of Justice, but had been paid through an appro- 
priation made to the Office of Price Stabilization, and on the basis 
of an allocation of funds the salaries paid to those special assistants 
came out of the appropriation for the Economic Stabilization Agency, 
and the Office of Price Stabilization. 


| 
; 
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With the termination of controls and the termination of the author- 
ities under the statute, the appropriations in connection with those 
special assistants will also cease, and it is for that reason that this 
$50,000 is being asked for through Dr. Flemming on behalf of the 
Department to continue these special assistants on a w. a. e. basis. 

When the cases are called by the courts the United States attorneys 
can also look, in addition to those individual accountants or agents 
who investigated the cases and call them in to assist in presenting a 
case, and also to assist the Department in liquidating many of the 
cases. More than likely many would be liquidated through settle- 
ment. In that general fashion, it is hoped that through October 31 
we will be able to avail ourselves of such help on an only when needed 
basis in those districts, which have a tremendous case load, and only 
at the request and recommendation of the United States attorney. 
These special assistants will be paid on a per diem basis to handle 
these matters. 

I am not authorized to assure this committee that the Department 
of Justice is going to be able to liquidate all of these cases by October 
31. We will do everything possible with the cooperation of the courts 
and the calendars and the nature of the cases to do so as speedily as 
possible and where possible to effect settlements in the best interests 
of the Government, in the best interests of the individuals involved. 
That $50,000 primarily is an attempt to achieve those ends as quickly 
as possible within that short period of time. It may very well be 
that subsequently the Attorney General may find that further funds 
may be necessary to complete the job. 


QUESTION OF USING REGULAR JUSTICE APPROPRIATED FUNDS 


Mr. Taser. Could not the Attorney General take care of it out of 
his regular funds, that is, this cleanup? 

Mr. Hickey. Well, I think a review of the budget leaves no fat for 
taking on anything beyond the day-to-day responsibilities that the 
Department is charged with and the funds that this committee has 
appropriated for that purpose have been kept right within the 
demands of that work, so that this extra emergency work could not 
possibly, without tremendous hardship and difficulty, be assimilated 
into the regular routine funds of the Department. 

Mr. ANDERSEN. Is the Department of Justice putting on specific 
men for this purpose? 

Mr. Hickry. No, si 

Mr. ANDERSEN. Vou are doing it with men now in the organization. 

Mr. Hickey. With the regular staff, we are doing it with the staff 
that has been working in the Department of Justice on these matters. 
That staff had, however, received an allocation of emergency funds 
from the Economic Stabilization Administrator during the last year 
to take care of the demands. 

We are not asking for any further funds on that particular alloca- 
tion at this time, but are trying to assimilate the regular funds of the 
Department into that particular requirement. 

However, in terms of making any kind of an intelligent appraisal 
as to what the ultimate demands on the regular Department’s rolls 
will be after October 31, if there are still cases there, I do not believe 
that I am in a position to give an intelligent answer to you on whether 
regular funds will be necessary. 
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[ know that every effort will be made by the Department not to 
ask for any unnecessary funds to complete this job, and if the regular 
funds are available we will certainly try to use them to the utmost in 
completing the job. 


QUESTION OF ESA DOING ENFORCEMENT WORK 


Mr. Taser. There are 32 lawyers on the rolls of ESA. If those 
people are on the rolls why can they not do the job instead of having 
the Department of Justice get into it? 

Mr. Hickey. Well, in the first place, Congress has placed the re- 
sponsibility for this job, as far as litigation is concerned, on the 
Department of Justice. 

Mr. Taser. Yes. 

Mr. Hickey. And the attorneys that are on the administrative staff 
of OPS without the control of the Department of Justice, or without 
any supervision of the Department of Justice, cannot carry out that 
job because they must present the cases to the Department of Justice for 
the review that those cases are entitled to, as every other case coming 
into the Attorney General’s office is reviewed before it is filed in the 
courts. Consequently, just to exercise a restraining control and an 
effective control in determining whether a case should be brought into 
court the Department of Justice must take an important role‘and 
cannot shirk it be delegating it to the attorneys in the OPS staff. 

Mr. Taser. Are there any further questions? 

Mr. Passman. Off the record. 

Discussion off the record.) 
Mr. Taser. I think that is all, Mr. Hickey. 
Mr. Hickrny. Thank you, Mr. Chairman. 


RENT STABILIZATION PROGRAM 


Mr. Taser. I would like to ask a few questions about this rent 
picture where you are within about 40 days of the expiration of 
activity on anything that is not regarded as a critical defense area. 

Mr. SHerrarp. That is right. 

Mr. Taser. Now, you are estimating for first rent action for 1954 
on 15,000 cases. 

Mr. Saerrarp. On what page is that, Mr. Chairman? 

Mr. Taper. On page 23. I think you better put that whole page 
in the record at this point. 

(The matter referred to follows:) 


EcoNoMIC STABILIZATION AGENCY 


OFFICE OF RENT STABILIZATION 


Program and performance 

Rent ceilings are established and enforced. The program for the fiscal year 
1954 will involve the administration of rent stabilization in approximately 250 
defense rental areas with about 5,200,000 rental units for the month of July, and 
thereafter through April 30, 1954, only in those critical defense housing areas 
meeting the requirements for certification established by the Housing and Rent 
Act of 1953. Major workload items are as follows: 





1952 actual 1953 estimate 


First rent actions 78, 581 70, 000 15, 000 
Tenant complaints 258, 753 180, 000 45, 000 
Compliance actions 150, 503 120, 000 30, 000 
Landlord petitions 2, 083, 471 1, 250, 000 60. 000 
Eviction cases 95, 576 64, 000 15, 000 
Other actions 184, 489 110, 000 1). 000 
Settlements for repayment to tenants 


: $4, 125, 135 $2, 800, 000 $600, 000 
Payments to U. S. Treasury $667, 028 | $535, 000 $100, 000 


| 


WORKLOAD 


Mr. Taser. You are asking for first rent actions on 15,000 which 
is almost a quarter of the 1953 figure. It hardly seems as if you would 
have that many. 

Mr. SHerrarpD. | doubt if we will. That is not money, Mr 
Chairman. Those are numbers, not money. 

Mr. Taser. It hardly seems as if you would have that many cases 
In tenant complaints the number is 45,000, which is one-quarter of 
what you had in 1953. 

Mr. SHerraArD. This is assuming that we would have critical 
areas. If we do not have, we will not have that many. ‘This is the 
best guess that we can make at this time. 

Mr. Taser. In compliance actions you have another one-quarter 
there. On landlord petitions, is that numbers or dollars? 

Mr. SHerrarp. These are all numbers. 

Mr. Fenron. They are cases? 

Mr. SHERRARD. Yes, sir, cases. 


COLLECTION 


Mr. Taser. You have settlements for repayment to tenants, 
$600,000, and payments to United States Treasury $100,000. 
What does that mean? 

Mr. SHERRARD. That is the amount we hope to collect out of various 
suits. It means that if we win these suits, and our estimate is correct 
we will return $600,000 to the tenants, and $100,000 to the Treasury 
on treble damages. 

Mr. Taser. Do you mean the tenants get treble damages? 

Mr. SHerrarp. No, the tenants get single damages. You see, in 
1952 the Agency collected over $4 million for tenants. 


NUMBER OF EMPLOYEES 


Mr. Taser. You have a proposal here for $1,600,000. 

Mr. SHERRARD. That is on page 25, sir. 

Mr. Taser. Do you have 906 people or something of that character 
at the present time? 

Mr. SHERRARD. At the present time? 

Mr. Taper. Yes. 

Mr. SHerrarpD. On July 1 the enrollment will be approximately 800 
people. 

Mr. Taser. 800? 

Mr. SHERRARD. Yes, sir. 
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TERMINAL LEAVE 


Mr. Taser. Why would not the terminal leave be charged on the 
people you get rid of between now and the end of June to the current 
appropriation? That terminal leave is a direct charge on your current 
appropriation? 

Mr. Suprrarp. That is right, but we have a lot of them who are 
going to continue work through the month of June where their 
terminal leave will come in the 1954 appropriation. You will have 
30 days in the case of most of them, 2 weeks active and 2 weeks 
inactive, and they will leave the Ist of July, but the terminal leave 
comes out of 1954. 

Mr. Taser. So, all of the terminal leave from now on will come out 
of 1954? 

Mr. Suerrarp. No; some of it is being paid this month. For some 
of them that went off the 15th of June it will be in the 1953 appro- 
priation. 

Mr. Fiemmrina. In the case of anyone who is terminated on June 
30 his annual leave would come out of 1953 funds. 

Mr. SHerrarp. That is right, but we have a lot of notices, those 
who terminated on June 15, and their terminal leave would come out 
of 1953. 

Mr. Barr. All of the employees are being given 30 days’ notice, 
with 15 days of active duty and 15 days’ leave. There fore, if an 
employee does work until July 1, his terminal leave would be paid 
out of 1954 appropriations. On — other hand, if he left on June 15, 
it would be paid out of the 1953 appropriation. 

Mr. Taner. The leave that he has been given is charged up to his 
credit for leave? 

Mr. Barr. Yes, sir; that is correct. 

Mr. Taper. So that reduces the amount of terminal leave that is 
available to him? 

Mr. Suerrarp. It reduces the leave outstanding. 

Mr. Taser. Does it not reduce the amount available to him? 

Mr. Fiemmina. If he goes on 15 days’ annual leave that means that 
it cuts down on the amount of the payments for terminal leave. 


RATE OF PERSONNEL REDUCTION 


Mr. Taser. You said you had about 800 on the rolls? 

Mr. SHerRARD. Yes, sir; we will have as of July 1 

Mr. Taper. As of July 1? 

Mr. SuerrarpD. Who will be working as of July 1 all over the 
country. 

There will be some work-duty cuts, but as to the number actually 
working on July 1 there will be approximately 800 people. 

Mr. Taser. You have this setup divided into $877,000 for active 
duty, and $649,000 for terminal leave, is that right? 

Mr. SHerrarp. Yes, sir. 

(Discussion off the record.) 

Mr. Taser. I guess instead of putting that detail in in different 
places you better put the whole page in the record. You can cut out 
from the table that detail that you referred to and put the adjusted 
table in itself. 

(The matter referred to follows:) 
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Mr. Barr. Sir, the problem in August is again how many people 


you have to « arry over, whether it be for 2 weeks or a whole month, 
to close up the majority of the offices that are actually closing on 
July 31, where most of the limited control areas end. In other 
words, how much house cleaning work is there to be done during the 
period of August as compared to the amount that had been done 
before July 31, and, certainly, there will be at least some work that 
will have to be done during August, so it is difficult to determine 
Mr. Taper. I can understand that. 


BACKLOG OF CLAIMS 


Do you have a backlog of claims that you are planning to liquidate 
or something of that character? 

Mr. SHerrarp. We have been working on it. At the present 
time we have cut it about 600 in the last month. I feel certain with 
the plans we are working on we should cut it another 1,000 or 1,500 
cases between now and the time we go out of business. We will 
have some 1,000 to 1,200 cases when we are through. <A great many 
of those cases are in Chicago. When they will ever be reached in 
court I do not know. There are about 1,000 of those bonus cases in 
Chicago. 


35121—53—pt. 1 29 
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Mr. Taser. Mr. Andersen 
Mr. ANDERSEN. | have no questions, Mr. Chairman. 
Mr. Taser. Doctor Fenton. 


RENT CONTROL TERMINATION DATI 


Mr. Fenton. Do [ understand that after May 31 rent control 
will be off even in critical areas? 

Mr. SHerRRARD. No, sir. After July 31 all rent control will be out 
except in critical areas. 

Mr. Fenton. After July 31? 

Mr. SHERRARD. Yes, sir, except in critical areas, and the critical 
areas have to be surveved by the Critical Area Committee of the 
Department of Defense and the Housing Committee of Dr. Flemming’s 
office. 

Mr. Fenton. Is there anv time limit on this? 

Mr. Suerrarp. On April 30, 1954, everything goes unless sooner 
declared by Presidential proclamation. Of course, there are some 
State laws also. 

Mr. Fenton. There will be no controls after May 16, 1954. 

Mr. SHerrarp. At that time we show zero. 

Mr. Firemmina. The law that Congress passed a few weeks ago 
provides that even in your critical defense areas there will be no rent 
control after April 30, 1954 

Mr. Fenton. That is what I understand 

Mr. Fremmine. But in the meantime the President could, by 
Presidential order, cancel them out in those critical defense areas 
even earlier than that 

Mr. Fenton. That is all, Mr. Chairman 

Mr. Taper. Mr. Davis 

Mr. Davis. I have no questions, Mr. Chairman. 
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W. E. BURGER, ASSISTANT ATTORNEY GENERAL 

P. J. GRUMBLY 

MRS. A. M. ENGLISH 

S. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY GEN- 
ERAL 

E. R. BUTTS, DEPARTMENTAL BUDGET OFFICER 


Mr. CLevencrer. The committee will come to order. 

We will take up the item of “Salaries and expenses” in connectio1 
with claims of persons of Japanese ancestry which is covered on page 6 
of House document 162. 

The request is for $4,172,696 additional for the fiscal year 1952 and 


9 


$3,900,000 for fiscal year 1953, making a total of $8,072,696 
JUSTIFICATION OF THE ESTIMAT! 


We will insert in the record at this pomt pages 12 through 17 of the 
justifications. 

(The matter referred to is as follows: 

Salaries and expenses, claims of persons of Japane se ancest Justice, 1952 


fy 


For an additional amount for salaries and expenses, claims of persons 


of Japanese ancestrv, Justice, 1952 $4. 172. 696 
\ppropriation “Salaries and ex pense s,”’ claims of persons of Japanese ance 4. 198 
House Document No. 162, request deficis ney $4, 172, 696 
\ppropriation to date 12, 980, 000 
Pending supplemental 
Oblizations to Mav 31, 1953 17. 152. 696 
Expenditures to May 31, 1953 12, 972, 709 


Budget estimate next fiscal vear 500, 000 
For an additional amount for salaries and expenses, claims of persons 


of Japanese ancestry, Justice, 1953 ;, 900, 000 


Exclusive of supplemental estimate in the amount of $3,900,006 
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lppropriation “Salaries and expenses,’ claims of persons of Japanese ancestry 
Ju stice = 19453 
Request deficiene’ $3, 900, 000 
Appropriation to date 500, 000 
Pending supplemental 
Obligations to June 5, 1953 4,115, 744 
xpenditures to May 31, 1953 1 464, 939 





Budget estimate next fiscal vear 2 925. 000 





ri I se n 
ae est ! de tor a suyj ple mental ai ropriatior of $8,072,696, whicl 
i Claims Of ¢ tain persons of Japanese ancestry for t! 
952 11953 
1) ng t fiscs ear 1952, 15,147 claims were completed, in which the amour 
‘ d totaled $17,152,696. The Congress appropriated $12,980.000 for t 
purpe The ¢ ount awarded in settled claims has exceeded the pre nt 
appropriatiol $4,172,696 
lor t period m July 1, 1952, through June 5, 1953, 4,416 claims have beer 
ompleted, in 1 h the amount awarded totaled $4,115,744 For the fiscal 
vear 1953 onlv $500,000 is available for the payment of these claims Thi 
the s an ascertained deficit of $3,615,744 as of the close of business June 5 
1953 It is estimated that during the remainder of the present fiscal vear ar 
al al nt of $284,256 will be awarded either by the compromise pro 
re or by adjudication (which would be pavable from this appropriation 
ur the amount of $2,500 or less), thereby making a deficit for the 
of $3,900,000. This figure added to the deficit of $4,172,696 for the fisca 
ar 1952 totals $8,072,696. 
Workload 
1951 1952 53 
4 »5Q 147 4 
SOR. 130 $17.1 606 $4. 400 
1952 to June 5, 1953, b i 1,416 awards were mad 


Mr. CLevencer. We are glad to have with us Mr. Warren E 
Burros es Assist mit Attorney General. Nii Burger. do you have a 

tatement which vou wish to make on this item? 
Mr. Burger. Mr. Chairman, the figures which you have indicated 
the correct figure The $4,172,696 is a carryover from the 1952 


tinCal Vear int the iorim of a deficiency. This represents ( laims which 
are se led under the administrative procedure up to $2,500 

he $3,900,000 figure is for the subsequent fiscal vear. 

\ir. CLevencer. The present fiscal year? 

Mr. Burcer. Yes; fiscal year 1953. This is a supplemental, and 
these are also claims not exceeding in any one case the sum of $2,500 
| think the record which I have indicates that there was only $500,000 
appropriated for the payment of these claims in the fiscal year 1953 
and the $3,900,000 represents the excess of claims determined over 
the amount provided by the appropriation. If the committee is 
interested in that, | would be glad to go into it. 


PRIOR APPROPRIATION 


\Ir. CLevencer. I am interested in knowing why there has not 
been a request prior to this for the funds to pay claims which were 
compiled in fiscal year 1952. 





ol 
‘re 





451 


Mr. Burcer. Well, my impression is—and I will have of necessity 
o rely on some of my associates who handled this last year—that 
ch a request was made and the appropriation was not granted 
vy those claims. 

Mrs. Enauisu. There was s supplemental request last year. We 
ested $14,800,000 and we were granted only $12 million 

fr. Burcer. The request was for $14,800,000 to cover anticipated 
laims and Congress allowed $12,500,000 


Mr. CLevencer. There is quite a difference between $2,300,000 

id the figure of $4,172,000 

Mir. Burcer. I assume, Mr. Chairman, that that results from a 
| 


ort to estimate what would be paid out in the year as against what 
etually it turned out to hye by the id of the fiscal year 

Nit CLEVENGER Dae eer eee 

Mr. Burcer. To degree, yes, sir; it was a guessing process 
Mr. CLEVENGER We this a fault of ours or was not there an 


ndreatior made by the Departnen t to the effect that they would not 


eed that much? 

Mr. Burcer. There was an indication to this extent, that thy 
DD partment of Justice apparently requested $14,800,000 which wa 
col siderably closer to the actual experience than the $12,500,000 In 
other words, both the Department of Justice and the C ngress had 
to engage in some guessing and the Department of Justice's guess 
was a littl bit close! than the ouess mac by the Coneress Ni ther 
was completely accurate. 

Mr. CLEVENGER. It 1s m\ recollection that we granted vou $14,- 
SOO O00. 

Mr. Burcer. The House did grant it and the Senate made the 
reduction 

Mr. CLevenacer. I was positive we did because it has been the 
feeling on this subcommittee that these minor things should be paid 
and the cost of handling them gotten rid of. That is my recollection 
when I was sitting on the minority side. The cut was made on the 
other side of the ¢ ‘apitol. 

Mr. Burcer. Your recollection is correct. It was the Senate that 
made the cut. 

FUTURE BUDGET REQUIREMENTS 


Mr. CLevenGcer. Do you have an estimate as to how much more 
will be required for the payment of these claims? 

Mr. Burecer. That, Mr. Chairman, is an almost impossible figur 
to try to estimate. In other words, the section entrusted with this 
work continues to process these cases on the $2,500 maximum figure 
on what might be called a production-line basis really, and turns 
them out as fast as they can. That process was slowed up somewhat 
this last vear by the fact that the claimants in many cases, when it 
was discovered there was not any money to pay the claims—even if 
they reached an agreement with the Justice Department, knowing 
they would have to wait to get their money until after July 1—they 
just in many cases stopped dealing with us. In other words, oe 
were a great many cases where probably there was more money due 
than the $2,500, but I have been informed that the claimants ail 
settle the case for $2,500 if they got the cash right away. But, when 
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they discovered they would have to wait, they decided they might 

as well take their chances on establishing some slightly larger claim. 
a CLevenGcer. So far as this subcommittee is concerned, we 
»not at fau . for ths at shortage of the 1952 mone y. 


ie Burcer. No, this committee was $2,500,000 more accurate 
than the Senate committee, if you want to put it that way. 
Mr. CLeviencer. Well, we guessed with you, whether we guessed 


correctly or not 

Mr. Burecer. Yes, sir; you took our estimate. 

Mr. CLevenceEr. Is interest running on these claims? 

Mr. Burcer. No, there is no interest allowed, Mr. Chairman. 
sy way of review, in case the committee may have forgotten these 
figures, the total number of claims filed on the deadline fixed by the 
act of Congress, which was January 3, 1950, was a little over 24,000 
separate claims, which involved almost $130 million in total demands. 
There are about $71 million of demands and claims which have not 
vet be en passed upon 

Mr. CLevencser. And that goes beyond this request? 

Mr. Burger. Yes, sir, beyond this. They are embraced within a 
minority in number of claims. They embrace about 4,100 claims 
and the exact figure on that is $71,500,000. These still have to be 
passed upon and that includes a great many larger claims. 

Mr. CLEVENGER. No one has been able to estimate how much we 
probably will have to pay? 

Mr. Burcer. No, not accurately, except that the past experience 

guide. The average payoff against the face of the claim up 
to this point has been 38 percent approximately 

Mr. CLEveNGER. It has run about 38 percent? 

Mr. Bureer. Yes, sir. That is not a very definite criterion but 
it is the actual experience. I notice in some of the prior testimony 
that in a prior year it averaged 42 percent. So it does fluctuate 
somewhat. 

Mr. Cuevencer. Any questions, Mr. Bow? 


Is some 


EXPLANATION OF TYPE OF CLAIMS INVOLVED 


Mr. Bow. Mr. Chairman, I wonder if 1 ten be well for the 
record and for the information of at least Mr. ‘oon and myself, who 
are new on this committee, for the Attorney General to briefly state 
what these claims are. 

Mr. Burger. Well, briefly, sir, these claims are made up of claims 
by Japanese-Americans who immediately after the outbreak of the 
war were moved forcibly into detention areas and had to leave their 
homes with very little, if any, notice. In some cases I gather they 
merely locked the doors, and in other cases they may have delivered 
their household goods to a neighbor and placed it in his yard or in 
his house. They might have been small farmers or householders, 
and in their absence, and in the absence of these Japanese-Americans, 
their homes were vandalized and their property stolen and scattered. 

These claims, as the chairman suggested before—the larger number 
of them come in what he characterized as the pots and pans and the 
skillet claims. That is why the Congress by an amendment apparently 
thought it wise to give the Justice Department the power to adjudi- 
cate and determine these claims up to a ceiling of $2,500 without a 
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hearing. ‘Those determinations are based on the kind of evidence 


that an msurance company would require to prove a loss and are based 
upon affidavits and evidence of the value of the goods when they were 


purchased and are based upon that which they actually owned at the 
time of their departure. That, in general, is the kind of claims which 
have been handled. Some of these claims which are stil to be de 


termined, and I am not familiar with the details, cover business ops 
tions. One claim, for example, which has not v¢ 
s a claim for over $1 million, and there are other claims which are 
quite large in amount As IL indicated, the Department of Justice 
has disposed of about 19,600 of the cases and has yet to dispose of 
about 4,500. 

Mr. Bow. Thank you Discussion off the record 

Discussion off the record. 

Mr. Stkes. Does this close out the 1952 claims? 

Mr. Buracer. The first figure of $4,172,696 closes out the 1952 
claims 


t been passed upon 


CLAIMS FOR 1953 


Mr. SIKEs. It closes out the claims for 1952 but are we not also 
discussing the 1953 figure at this time, Mr. Chairman? 

Mr. CLevencer. Yes, sir, there is a request in for this current year 
of $3,900,000. 

Mr. Stxes. Does this close out the 1953 account, or is this figure 
an estimate? 

Mr. Bureer. That includes actual figures up to June 12, sir, and 
it includes an estimated amount from June 12 to June 30 

Mr. Stxes. You think it will colse out the claims for 1953? 

Mr. Burcer. We think this will cover it 

Mr. Stkes. So far as you can determine, this will bring you up to 
date? 

Mr. Buracer. Yes, sir, it should 

Mr. Sixes. And take care of the claims that have been agreed upon 
up to that time? 

Mr. Burcer. That is correct. As a matter of fact, administra- 
tively, I have assumed our section can cut off actual awards when 
they reach a limit of $3,900,000, if they do so before the end of June 
1953. 

Mr. Srkes. And these are agreed-upon payments between the 
claimants and the Government? 

Mr. Burcer. That is correct 

Mr. SIKES. These have actually been agreed upon and this will 
mean that this number of cases are closed? 


Mr. Burcer. That is correct 


NUMBER OF CLAIMS 


Mr. Sikes. How many cases are there in the 1952 figure? 


Mr. Bureer. The number of cases? 

Mr. Stxes. The number of cases in this sum of $4,172,696? 

Mr. BurGcer. 15,147 cases 

Mr. SIKES And how many will there be in toto for 1952? 

Mr. Burger. That is the entire total for 1952. 

Mr. Sixes. Do you have the entire number included in this $4,172,- 
696 figure? 
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Mr. Burcer. I do not believe we could give you the number of 
cases, sir, but it is considerably less in number because as we get 


t} of this process we are vetting into the larger per 


closer to the end 
capita claims 

Mr. S1Ki How many cases are involved in the 1953 figure? 

Mr. BurGcer. 4,456 

Mr. Srkes. That is the total and not the number involved in the 
$3. 900.000? 

Mr BurGcEeR. That is right : that is the total. 

Mr. Sixes. What is the total number of cases for 1953 included 
in the $3,900,000? 


Mr. Burcer. 4,800 would be a fairly good estimate of that, and 


that includes this last 18 davs of June which we will be working on. 
Mr. Su s. I belies that is all, Mr. Chairman. 
Mr. Cuevencer. If there are no further questions and if Mr 


surger does not have a further statement to make, that will complete 
this item, 

Thank you very much, Mr. Burger 

Mr. Bureer. Thank you, Mr. Chairman 


MONDAY, JUNE 15, 1953. 


SALARIES AND EXPENSES OF UNITED StTates ATTORNEYS 
,ND MARSHALS 


WITNESSES 


S. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY GEN- 
ERAL 
E. R. BUTTS, DEPARTMENTAL BUDGET OFFICER 


Mr. CLevENGER. We will take up next the item “Salaries and ex- 
penses of United States attorneys and marshals,’’ which appears on 
page 6 of House Document 162. 

We will insert in the record at this point pages 1, 2, 3, 4, and 8 of 
the justifications. 

(The matter referred to is as follows:) 


DEPARTMENT OF JUSTICI 
The Attorney General is hereby authorized to transfer from appropriations 
contained in the Department of Justice Appropriation Act, 1953, not to exceed 
$300,000 to the appropriation “Salaries and expenses, United States attorneys 
and marshals, J t ". 1953 


’ 
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Vir. CLEVENGEI We are glad to have with us Mr. S. A. Andretta, 


\dministrative Assistant Attorney General, and we will hear from 


you at this time, Mr. Andretta 


rRANSFI OF FUNDS FROM EXISTING APPROPRIATION 


Mr. AnNpretra. We are asking for authority to transfer $300,000 


from present appropriation to the appropriat! nm f« r | nited States 


attorneys and marshals 

Mr. CLEVENG Nhat in this fiscal year? 

Mr. Anprertra. Yes, sir; in the present-——-1953—fiscal year. We 
are running about $300,000 short in this appropriation, due to many 


ncol trollable e@XDenairlures tha have to do with the handling ol 


prisoners and mn trying cases in the courts and in general litigation 
expenses of the Department in the field. For example, we have run 
up heavy expenditures for travel by marshals in the removal of prison- 


ers and in serving process. As you know, when a marshal serves 


process in a private civil case, he charges our appropriation with the 
cost, but we get back fees from private litigants which go into the 
Treasury as miscellaneous receipts, but the expense itself is a charge 


against our appropriation. Civil litigation, as you know, has been 
going up tremendously in the Federal courts, with a consequent 
increase in the marshals’ travel. Furthermore, there has been an 


increase in transportation rates and in communication rates and other 
items of expenditures which we cannot control very ‘asilv. Also. 
we have had very heavy expenditures for reporters and transcripts 
in the reporting of grand jury cases, and matters and cases in the 
Federal courts. 

If you would like, Mr. Chairman, I can run down on each one of 
these items of expenditure and indicate the areas where there have been 


them 


mcreases 1 
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COURT REPORTING 


Mr. Bow. Mav I interrupt there just a minute, Mr. Chairman? 
We appropriate in the Judiciary Subcommittee large amounts for 
reporters and for transcripts Is there any way that there could be 
cooperation between the judicial branch and the Justice Department 
to obtain duplicate copies and not have this large expense? 

Mr. ANprerra. We have to employ the court reporter, which we 
do, in our cases but we do not pay him an attendance fee. The onl 
time we pay a court reporter is when we want a transcript. If we 
order transcripts the court reporter has to furnish the court with a 
free copy, but they have thought up other ways of charging the 
Department of Justice. For example, we have had, I am sorry to 
say, instances where judges have made us order transcripts 

\fr. Bow. The thing | am interested in, being on the Legislative 
and Judiciary Subcommittee, is the original amount which we have 
appropriated for reporters in the Judiciary Subcommittee. Where is 
the overlapping between the reporter for the Department of Justice 
and the work which you require? 

Mr. Anprerra. In the Department of Justice we do not use the 


judicial reporters for grand jury work. We have to employ our own 
reporter for grand juries. We get our own contracts and pay for that 
service which is substantial. Also, the court reporters are permitted 


to charge the United States as any other litigant for the cost of any 
transcript and that is a very heavy cost. The only thing we get 
free is the attendance charge. 

Mr. Bow. In other words, we are paying for two transcripts instead 
of having an extra copy made of the proceedings. We pay for two 
original transcripts; is that correct? 

Mr. Anpretrra. That is right. There is another thing which they 
have come up with in construing the rules on court reporting. Ordi- 
narily a copy is furnished to the court free and lodged with the clerk 
Now they have come up with a plan where if we appeal we are not 
permitted to use that free copy that is lodged with the clerk. We 
have to pay for another copy to go along with the brief and the record 
and that is beginning to run into considerable expense. I have had 
that matter up and we are coin’ to see if we cannot work it out 
That is another source of expense to the United States 

Mr. Bow. Could you give me some idea—I know you cannot do 
it now—but could you give me some information on that as to the 
amount involved? I am a member of both subcommittees and | 
am very much interested in that because I do not know how much we 
have appropriated when requests are made of both subcommittees 

Mr. Anprerta. I will be glad to do my best on that. We used to 
get our court reporting free in New York and when the court reporter 
bill passed we had to pay like anyone else. Our charges have run from 
$60,000 to $80,000 a vear for reporting in the southern district of New 
York. There have been rare instances in the past where reporters 
have paid the Government for the opportunity of reporting cases in 
order to sell transcripts to outsiders or the other parties to the suit. 

Mr. Bow. That is all, Mr. Chairman. 

(The information requested follows:) 
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Court reporting costs 


1952 actual | 1953 estimate | 1954 estimats 


$260, 800 


5, 700 
», 600 


3, 100 


\Ir. Presron. Discussion off the record. 
Discussion off the record.) 

Mr. Stkes. What is the source of the funds which you propose to 
transfer? 

Mr. Anprerra. At this point I do not know but I hope we will have 
money in other areas which we can use. 

Mr. Sixes. You do feel that the funds are available within the De- 
partment which can de transferred? 

Mr. Anprerra. Yes, sir, we hope to find that money. 

Mr. Stxes. This would be departmentwide transfer authority? 

Mr. Anprerra. That is right. Ordinarily, we end up every year 
with about $1 million scattered here and there in the appropriations. 
This year you have already made available to us some money for 
witnesses, Which we took out of antitrust and for support of prisoners 
in the amount of about $500,000 which we took out of the Immigration 
and Naturalization Service. We are hoping that here and there we 
will be able to pick up this money all right. 

Mr. Sixes. That is all, Mr. Chairman. 

Mr. Cievencer. If there are no further questions, that will com- 
plete this item. 


Monpay, June 15, 1953. 


SALARIES AND ExpENsEs, IMMIGRATION AND NATURALIZATION SERVICE 
WITNESSES 


S. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY 
GENERAL 
E. R. BUTTS, DEPARTMENTAL BUDGET OFFICER 


CLAIMS FOR SUNDAY AND HOLIDAY WORK 


Mr. CLevencEr. We will next take up the item with reference to 
salaries and expenses in the Immigration and Naturalization Service, 
which appears on page 6 of House Document 162. The request is for 
$14,546 to cover extra pay for Sunday and holiday services for the 
Immigration and Naturalization Service. 

We will insert in the record at this point pages 18, 19, and 20 of 
the justifications. 

The matter referred to is as follows:) 
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DEPARTMENT OF JUSTICE, IMMIGRATION AND NATURALIZATION SERVIC! 
JUSTIFICATION 


This relates to deficiency estimates in the following appropria 
fiscal years and jn the amounts indicated. 
Appropriation 
Salaries and expenses, Immigration and Naturalizatir 
1937 
Salaries and expenses, Immigration and Naturalizati 
1938 
Salaries, field service, Immigration and Naturalizati 
1939 
Salaries 
1940 
Salaries and expenses, Immigration and Naturalizat 
1946 


field service, Immigration and Nat 


Total _- 


Submitted herewith in accordance with the provisions Cireular No 
Comptroller General 1082 is schedule relating to the said deficiency esti 
which are to pay claims allowed by the General Accounting ffice from exhs 
appropriations as covered by certificates of settlement set forth 
schedule. 

lhe deficiencies in the appropriations tabulated a 
processing for payment claims for extra pay fot iné 
under the act of March 2, 1931 (46 Stat. 1467; 8 I 
construed by the Court of Claims in the Renner-Krup 
The entire amounts set forth on the accompanying s« 


19% 


hove occurre j § 


h ) 
7, 1938, 1939, 1940, and 1946 are required to mee 
allowed by the General Accounting Office 

rhe act of March 2, 1931 (46 Stat. 1467; 8 U.S. C a) ar , provides 
for the payment of extra compensation for overtime services of inspectors and 
employees of the Immigration Service required to renain on duty between the 
hours of 5 p. m. and 8 a. m., or on Sundays or holidays, to perform inspectional 
duties. It further provides for overtime pay on the basis of one-half day 
additional pay for each 2 hours or fraction thereof of at least 1 hour and fo 

) 


additional days’ pay for Sunday and holiday duty Section 2 of the said a 
provides that such compensation be paid by the transportation lines concerned, 
with the proviso that under certain conditions the carriers are exempt from the 
payment for such overtime 

In administering the act of March 2, 1931, it was the practice 
1946, to so arrange the working hours and schedules of emplovee 
inspectional duties that overtime performed would be that for whicl 
ment could be reimbursed from the carriers As it was necessary regi 
assign employees to inspectional duties on Sundays and holidays at po 


at piaces where the carriers were exe \} the payment of service 


as provided in section 2 of the said act. it was determined. consistent with a deci 


I l 
sion of the Comptroller General of June 3, 1931 (10 Comp. Gen. 537), tl 


lat ein- 
ployees who worked and were regularly assigned to duty at such points and unde 
such circumstances should, in lieu of payment of extra com ation, be allo 
a day off for such duty. ‘This practice was adopted on 
a lieu day was granted for each Sunday and/or holiday we 
accrue against the Gover nt make payment 
carriers would not be liable f “ei ) sement 
However, a number of i ant inspectors 
ment in the United State 
Renne v. the United States 
Claims determined that » practice of allowing 


tional duties pursuant to the ¢ arch 2, 1931, viola 


intent of the said act and rul hat the Government was ol 
extra compensation even though same was not reimbursable 
(decision of United States Court of Claims, May 6, 1946 

The settlements of the General Accounting Office making up this 
are in all respects similar to those heretofore submitted and for whic 


appropriated in the Second Deficiency Appropriation Act, 1948 (P 
approved June 25, 1948 ne \ppropriation Act, 1949 
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71) approved May 24, 1949; Second Deficiency Appropriation Act, 1949 (Public 
Law 119) approved June 23, 1949; Third Deficiency Appropriation Act, 1949 
(Public Law 343) approved October 10, 1949; Deficiency Appropriation Act, 1950 
Public Law 583) approved June 29, 1950; and Supplemental Appropriation Act, 
1952 (Public Law 253) approved November 1, 1951. The estimate now sub- 
mitted covers claims settled by the General Accounting Office subsequent to the 
last submission of appropriation estimates required to pay claims chargeable to 
exhausted appropriations. 

Mr. CLeveNGER. You may proceed, Mr. Andretta. 

Mr. Anprerra. This is a story which this committee knows, I am 
sure, because we have had several of these items before you. These 
persons filed claims with the General Accounting Office, which has 
allowed them for settlement against past appropriations. You will 
notice that the appropriations which are deficient are 1937, 1938, 
1939, 1940, and 1946. These payments represent extra pay for Sun- 
day and holiday work for immigration inspectors under that 1931 
Overtime Act. They are based on a decision of the Court of Claims 
in the Renner case, which permits them to recoup funds they claim 
for overtime services on Sundays and holidays and other days that are 
not in their regular tour of duty. 

Mr. Cievencer. These are retroactive claims, are they not? 
notice on page 19, it goes back to 1937. 

Mr. Anpretra. That is right, Mr. Chairman. Any number of 
them have filed these claims and they have run into substantial money. 

Mr. CLtevencer. Is there apt to be a rash of these claims? 

Mr. Anpretra. No, sir; I think they are drying up pretty well, Mr. 
Clevenger. 

Mr. CLevenNGER. You do not anticipate a rash of additional cases? 

Mr. Anprerta. Of course, the General Accounting Office may settle 
a few more, but I think all of those that were to be filed, have been 
filed. I recall that 1 year we had a limitation in the appropriation 
act that prohibited the payment of this overtime and then they filed 
claims against the Government with the General Accounting Office and 
the General Accounting Office held that the limitation was improper 
and that they were still entitled to the pay, and they have been 
getting it. 

Mr. CLEveENGER. Any questions? 

Mr. Stxes. Do you anticipate that there may be additional claims 
of the same nature for the years covered here? 

Mr. Anprerra. I do not think so, Mr. Sikes. I think most of 
them that are entitled to payment, are included in this request. They 
have been requesting these right up to date and, in fact, 1 year there 
was almost $1 million worth of claims and this is the tail end of it. 

Mr. Cievencer. If there are no further questions, we will proceed 
to the next item. 
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Monpay, JUNE 15, 1953 


Support oF Unirep Srates Prisoners, FepeERAL PRISON SysTEM 


WITNESSES 


Ss. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY 
GENERAL 
E. R. BUTTS, DEPARTMENTL BUDGET OFFICER 


Mr. CLeveNnGER. We will now take up the item ‘Support of 
United States prisoners,’ which appears on page 7 of House Docu- 
ment No. 162. 

The request is for $1] 00 to cover a deficiency for fiscal year 1951 

We will insert into the record at this point pages 24, 25, and 26 of 
the justifications 

(The matter referred to is as follows: ) 

DEPARTMENT OF JUSTICE, FEDERAL PRISON SYSTEM 
Ss ipport of United States prisoners, Federal Prison Syst m, 1951 


For an additional amount for support of United States prisoners, 1951_ $11, 000 


Appropriation: Support of United States Prisoners, Federal Prison System, 1951 


H. Doc. No. 162, request (deficiency) $11, 000 
\ppropriated to date 2, 344, 000 
Pending supplemental 
Obligations to Mar. 31, 1953 2. 354. 518 
Expenditures to Mar. 31, 1953 ‘i ?, 343, 722 
Budget estimate next fiscal year__- 2. 750, 000 


Empleyment: 
(Average number, current appropriation 
Number involved this estimate 
Actual employment 


PURPOSE AND NEED FOR DEFICIENCY FUNDS 


The purpose of this request is to provide funds with which to liquidate obliga- 


tions incurred during the fiscal year 1951 beyond the amount appropriated there- 
for. This deficiency is the result of cost for care of prisoners in non-Federal jails 
running slightly in excess of the rate for which appropriation was made 
Appropriation was based on an estimated per capita of $1.827, whereas the actual 
cost amounted to $1.838 for a total of 1,282,078 jail days 

This appropriation provides for boarding of Federal prisoners under contracts 


with something over 600 State and local jails These contracts are subject to 
change in rate more or less at the will of the local jurisdiction and a great many 
of them have increased their charges during the past veral years This factor, 


together with the fact that we have no control over the number of commitments 
to these jails, makes it impossible to estimate with any degree of accuracy the 
amount which will be required for this program on an annual basis 

The status of this appropriation is as follows: 


Disbursements to Mar. 31, 1953-_-- $2, 343, 722 
Add: 
(a) Unpaid bills on hand as of Mar. 31, 1953 $10, 796 
(b) Reserve for bills which mav vet be presented but 
which are not on record at this time {82 
11, 278 
Total a nnae cal acces 5, 
Less amount appropriated - 2, 344, 000 
Estimated deficiency requirement ; 11, 000 
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Mr. CLevencEeR. You may proceed, Mr. Andretta. 

Mr. Anpretra. As you know, this is an uncontrollable appropria- 
tion, and it has to do with the support of prisoners in non-Federal 
institutions. This is an ascertained deficiency for the fiscal year 1951, 
and it covers unpaid bills on hand in the amount of $10,796 and a 
reserve for bills vet to be presented in the amount of $482. 

As you know, a great number of sheriffs are dilatory about present- 
ing their bills, and they come straggling in long after the fiscal year 
expires. We pay them if we have the money, and when we run out 
they have to wait until we get a deficiency appropriation. The care 
of prisoners has been running slightly in excess of the rate for which 
the appropriation was made. That is, in 1951, it was based on a per 
capita of $1.827, whereas the actual cost amounted to $1.838, for a 
total of 1,282,078 jail-davys. 

Mr. CLeEveNGER. Any questions, gentlemen? 


SUGGESTED TIME LIMITATION ON FILING OF CLAIMS 


Preston. Why would it not be proper to put a limitation on 
this matter to see that these « latory a file their claim within 
12 months from the date they are due and if they are not filed within 
that period of time, do not pay them? This j is silly to me to think we 
appropriate money for a debt which accrued in calendar year 1950 
and this is 1953. There should be some limitation placed on this 
progr: im. 

Mr. Anpretra. Well, I suppose it is the result of a change in the 
administration of these jails or something happens and the bill gets 
lost or they overlook it. By the time it is sent to us a considerable 
period of time has expired from the time the services have been 
rendered 

Mr. Sixes. I had exactly the same point in mind and I wonder if 
the Department should not be given authority to place au ities 
on the time within which these ec Tele amels 1 be filed? 

Mr. Anprerra. Our relations with svedes sheriffs and jailers are 
very delicate. They are very reluctant to take Government business 
and we have to do eve ry thing we can to keep in their good graces. 
So, I think the Bureau of Prisons is very reluctant to do anything that 
is going to injure their relationship with these people. 

Mr. Presron. That is a strange situation. I think we pay them a 
higher rate than they get from their own local governing bodies for 
the care and custody of prisoners. Some of the rates which we have 
to pay are unreasonable, 

Mr. Anpretra. Some of them are real high and some run as high 
as $3 a day. 

Mr. Presron. I do not see why we should have to cater to them 
to get them to take care of the prisoners. 1 think what we had better 
do one of these days is Just turn down these old claims entirely and let 
them go to the expense of bringing a suit against the Government o1 
file a claim for it through their attorneys for the county or city and 
put them on notice that we are not going to tolerate this sort of care- 
less bookkeeping lt is not proper for the Government to tolerate 
that sort of thing, 
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Mr. CLevenGcER. Does this require the appropriation of new money 
or are there some funds around with which you can pay this by 
transfer? 

Mr. Anprerra. No, sir. This is new money 

Mr. Cievencer. If there are no further questions, we shall pro- 
ceed to the next item. Thank you very much, Mr. Andretta 


MonpDaAY, JUNE 15, 1953. 
DEPARTMENT OF COMMERCE 
Orrick oF INTERNATIONAL TRADI 


WITNESSES 


SAMUEL W. ANDERSON, ASSISTANT SECRETARY FOR INTERNA- 
TIONAL AFFAIRS 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

LORING K. MACY, DIRECTOR 

JOHN C. BORTON, ASSISTANT DIRECTOR FOR EXPORT SUPPLY 

REX ANDERSON, EXECUTIVE OFFICER 

FRANK GATCHELL, BUDGET OFFICER, BUREAU OF CUSTOMS 


Export ConrTrou 
Mr. CLevencer. We will next take up the Department of Com- 
merce, which has a request for funds for the Bureau of Foreign and 
Domestic Commerce, export control, in the amount of $4,800,000 
The appropriation for this fiscal year 1s $5,750,000 
SUMMARY OF REQUIREMENTS 


We will insert in the record page 1 of the justifications. 
(The matter above referred to follows:) 


85121—53—pt. 1——30 











46 








000 








OOS 








O00 “OT 


) OLR 


000 ‘OTS 

Ise 
000 06 
000 “O1Z 
000 ‘OS 
000 ULI 


O00 











I 











RBZ 


bi 














000 


000 








000 


000 











& 


s 





160 T 








RUT 











109 ‘6 
IRE “¢ 


LSb ‘FEZ * 





661 “POS 


6ER BRE “f 





690 O 
IZ, } ) al 
POR ‘Fg 

9 ‘CR 

FON l ; 
t 
JUuaW ad 













































r r 
L99 PSL 
JoQuanu 
BIA \ 1 
ehyow zr 
} { PLADULULILD 











465 
GENERAL STATEMENT 


Mr. CLevencer. Mr. Anderson, do you have a general statement 
you wish to make? 

Mr. Samurt W. Anperson. Yes; [1 do, sir. I am sure that you are 
aware of the importance of having effective export controls at this 
time. 

They are the means by which we regulate the export of strategic 
goods to the Soviet bloc, either directly or by indirect shipment 
through friendly countries. To a lesser extent, they are also needed 
and used to limit exports to any destinations of important scarce 
materials. 

The history of export controls since the end of the war has shown 
a fluctuating pattern of actyvity which paralleled the economic and 
political crises of the period. Since Korea and until quite recently, 
snennte of a large number of commodities had to be closely regulated 
for reasons of short supply. But security considerations are now the 
maior reason for these controls. 

We were receiving an average of about 3,000 license applications 
daily during the past 2 years. At present and during the coming 
year this volume is estimated to be around 2,200 applications daily 

Our budget estimate has, of course ta aken into account this apparent 
reduction in workload. Last year 's appropriation provided for 
approximately 800 positions in the Office of International Trade 
which is responsible for the major portion of the work involved, 
including all licensing operations. These positions included licensing 
officers (approximately 200); commercial intelligence and country 
analysts (2 _pproxims ute ly 70); investigative and legal personnel 
(approximately 60); and clerical and stenographic personnel (approxi- 
mately 400). 

In this proposed budget estimate for the coming year, somewhat less 
than 600 positions are provided for within OIT, the major reduction 
being made in the licensing divisions which had been concerned mainly 
with short-supply commodities and, of course, in the clerical staffs 
engaged in mechanical processing of an anticipated smaller number of 
applications. 

However, I should point out that in part the reduction in the number 
of applications results from steps taken recently to permit exporters 
to simplify their work by submitting package-type applications. But 
our work in reviewing and processing such applications is greater. 

It should also be kept in mind that export-license applications in- 
volving security problems—which now account, as I have already said, 
for a much greater proportion of our workload than in the previous 
year—required more individual attention than applications involving 
short-supply commodities. 

In other words, our actual workload has not fallen off as much as the 
number of applications would seem to indicate. 

In addition, provision is made in this budget estimate for the small 
technical and professional staff of the interdepartmental Advisory 
Committee on Export Policy and a number of field office personnel 
located in the major port ¢ ities to handle on-the-spot business inquiries 
and special services. There is also an ttem for the customs service 
who are responsible for the actual checking and clearance of controlled 
shipments at ports of exit. 
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ADVISORY COMMITTEE ON EXPORT POLICY 


The Export Control Act requires that there shall be interdepart- 
mental consultation in determining the specific items to be controlled 
and the extent to which exports thereof shall be limited. The 
Advisory Committee, referred to earlier, has been established for this 
purpose, comprised of representatives from a number of major 
agencies, including Defense and State, MSA, ODM, and the Atomic 
Energy Commission. 

This group advises on changes in the list of controlled commodities, 
strategic ratings of commodities, and specific export programs and 
policies. It is assisted by a small committee staff which supervises 
interagency policy and technical reviews of particularly important 
problems, such as: Treatment of exports,of strategic items to friendly 
countries designed to prevent frustration of our United States export 
controls; and the determination of export policy on iron and steel 
scrap, sulfur, and other scarce commodities important to national 
security and foreign policy. In recent months, some 28 technical 
task groups, on an interagency basis, have been required to explore 
and report technical findings bearing on policy judgments as to 
strategic importance of particular commodities, and degree and nature 
of controls needed 

The complexity of these problems, the technical nature and varied 
uses of the commodities, and the intricacies of foreign-trade operations, 
place a premium on well-qualified and experienced personnel. If we 
did not already have such experienced personnel, undoubtedly we 
would require a larger number of people for this type and volume of 
work. 

export trade, as you know, is carried on through many middlemen 
and by very diverse procedures. Methods of selling, shipping, and 
paying are intricate. The complex nature of this commerce makes 
attempted evasion of export controls sometimes difficult to detect. 

We are, of course, not only concerned with direct shipments to the 
Soviet bloc—as a matter of fact, that is the easier part of our job. 
Our major concern is with the problem of preventing indirect ship- 
ments through friendly countries. 

We use a variety of techniques for this purpose. These include 
the checking of license applications against intelligence information 
which we have concerning the parties involved in the proposed trans- 
action; prechecking selected applications for the purpose of deter- 
mining the reliability of the consignee and the stated end-use; tracing 
the arrival and disposition of selected shipments for compliance with 
the terms of the license; and the use of a number of special documen- 
tary requirements calculated to put foreign importers and forwarders, 
as well as our own businessmen, on notice of our export restrictions. 

The most important development in this regard during the past 
year was the completion ~ a multilateral system with the principal 
West European countries to prevent unauthorized transshipment or 
diversion of strategic ee 

Under this system, the importer is required to make an offic ial 
certification to his government of his intention to import certain com- 
modities into that country. This certification is witnessed and re- 
corded by his government. It is then returned to the importer for 
transmittal, via the exporter, to the exporting government, which 
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will not license the shipment in the absence of this documentation 
In the event that the importer attempts without prior authorization 
to transship, reexport or otherwise divert the material, he becomes 
subject to legally enforceable penalties imposed by his own govern- 
ment as well as the applicable penalties of the exporting country 

In addition to these effective mechanical techniques, it should be 
remarked that officers engaged in export-licensing work have devel- 
oped over the years a considerable body of knowledge about com- 
modity movement and uses, and about persons engaged in legitimate 
trade in particular commodities. This knowledge enables them in 
many instances to detect at once and to prevent questionable trans- 
actions. Our licensing officers are assisted in this effort by our 
country specialists and our commercial intelligence analysts. The 
legal and investigative staffs make their contribution not only in the 
detection and prosecution of violations, but also in the devising of 
regulations and procedures calculated to prevent them. 


LEGAL ENFORCEMENT ACTIVITIES 


Both criminal and civil penalties as well as administrative remedies 
may be invoked against violators of export control regulations. Under 
the Export Control Act, violations are punishable by fine and impris- 
onment; and by regulation, provision has also been made for suspend- 
ing or terminating the privilege of violators to secure or use export 
licenses or otherwise engage in United States export trade. In the 
past 2 vears, 48 administrative export denial orders, involving more 
than 150 United States and foreign mdividuals and firms, have been 
issued. In addition, the customs collectors have authority to seize, 
and under certain conditions to obtain the forfeiture of, goods at- 
tempted to be exported illegally. 

I have here for insertion at this point a rather detailed statement of 
the legal-enforcement activities in connection with the Export Control 
Act, including a description of each of the administrative actions 
which have so far been entered into. 

(The matter above is as follows:) 


LeGcaAL ENFORCEMENT ACTIVITIES 


Both criminal and civil penalties as well as administrative remedies mav be 


invoked against violators of export control regulations Under the Export Con- 
trol Act, violations are punishable by fine and imprisonment; and by regulation, 
provision has also been made for suspending or terminating the privilege of viola- 
tors to secure or use export licenses In addition, the customs collectors have 
authority to seize, and under certain conditions to obtain the forfeiture of, goods 


attempted to be exported illegall 
At the congressional hearings on the last extension of the Export Control Act 
in March 1951, the Department reported on the results of enforcement activities 
since the inception of security export controls in early L948 The administrat ve 
and criminal cases pending between 1948 and March 1951, were specifically 
identified and described at that time, aud therefore are not listed again here 
The brevity of the case summaries in the attached list does not permit an 


explanation of the detailed factual elements of each case. Accordingly, 
2 


1e@ VAaTIOUs 


issues of the Federal Register in which our orders have been published in full 
text must be consulted for such information. 

During the 3-year period previously reported 63 export denial orders were 
issued against over 200 United States and foreign individuals and firms for various 
kinds of violations, including 17 cases of actual or attempted transshipments 
In the 2 years that since have elapsed, 48 more administrative export denial orders, 
involving more than 150 United States and foreign individuals and firms, have 
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described in the attached list. It should be 
j 


iers related to actual or attempted transship- 
Hong Kong, a number of them involved only 
willful, participation in such unauthorized 

harges of trafficking in export 
“Ir imventions of quota restrictions or 


various 


nses to evade licensing requirements, 
and shippers export declarations, and 
il offenses of more or less seriousness, not related 


good to Communist-dominated countries 


United States exporters from shipping, 


‘ign freight forwarders from 
[ nited States goods for 
! 1 States export control 
administrative cases are <i which are now awaiting 
Of these, four involve charges of actual or attempted 
balanee other miscellaneous alleged offenses of the types 
of the more than 50 United States and foreign 
are parties to these cases are omitted because their 
een determined 
of criminal cases supplements and brings up to date our 
this aspect of export control enforcement. Our previous 
-year period covered 23 cases which had reached the status of 
tion, of which 1 case was then pending under a sealed indict- 
Of these cases, all but five have now been disposed of by convictions. 
March 1951, a total of 14 criminal cases have resulted in substantial fines, 
prison terms ranging up to: ars. In addition, 13 listed cases are awaiting 
1 sealed indictment is still outstanding, and 11 cases are being considered 
» Justice Department for possible prosecution. 


‘ 


» criminal cases present the same variety of violations as the administrative 

The decision to prosecute criminally depends on the gravity of the offense, 

past record and reputation of the offender and, what is especially 

in this field « nternational offenses, the availability of the kind 

lantity of ( at is required by our courts in criminal cases. It is 
difficulty taining necessary witnesses and documentary evidence from 
aboard to establish criminal cases, as distinguished from the more liberal rules 
of evidence that may be applied in administrative proceedings, that in large 
part makes for the particular importance of the administrative remedy to cope 

h export control violations. This, and a greater ability to comply with 
security regulations in administrative proceedings, makes it possible also for 
administrative remedies to be more swiftly applied than criminal penalties, and 
with equal or even greater effectiveness. 

The seizure sanction has, of course, also continued to be applied by the Bureau 
of ¢ toms By March 1951, over 400 seizure cases had been instituted, involv- 
ing approximately $6 million of United States goods about to be exported in 
violation of export controls. Since then approximately 500 more seizure cases 
have been brought, involving goods valued at about $1 million. 


Export Contrrou VioLtators (Sincek Marcu 1951) 
ADMINISTRATIVE CASES 


Gambaro Corp. Construction Co. et al., Lucerne, Switzerland. One firm and 
two individuals. False representations that Switzerland would be ultimate 
destination of three paving machines and attempted unauthorized diversion of 
machines to Hungary. April 20, 1951—order barring participation in all United 
States exports for duration of export controls 

Ihsan M. Beydoun, Johannesburg, Union of South Africa. One individual. 
False representation that Venezuela would be ultimate destination of 700,500 
jute bags and unauthorized transshipment of bags to South Africa. April 24, 
1951—order barring participation in all United States exports for duration of 
export controls. 

Satis, A. G., N. V. Van Uden’s Transport-Bureau, et al., Zurich, Switzerland 
and Rotterdam, Holland. Two firms and three individuals. False representa- 
tion that Italy would be ultimate destination for milling machine and unauthor- 
ized transshipment of machine to Hungary. September 24, 1951—order barring 
participation in all United States exports for duration of export controls. Appeal 
pending before Departmental Appeals Board. 





Ratner Chemie: ; ‘t al., York, N. ¥ One firm and one int 


False representation ths selci 1 would be ultimate destination 


o shipments of aluminum oxide wl was transshiped | 


v consignee to Hur 

rary December IS, 1951 orde ng participati I all United State 

ports for duration of export con June 20, 1952 Appeals Board order 
I hy 


iced suspension to 5 months, l nonth be held in abevance subject to 


j 


re spondents good bhehs 


individual 
30.000 ki 


barring partic! 


all 
and 1 individual; for 9 mor 
0 days as to 1 firm and 1 individual 
al.. New York, N. \¥ Five firm 


] ‘ ‘ ; y 
of licenses to export ti ‘ O Various consignees 


June 12, 1951—order barring participation in exports 


f positive lis dities for 3 vears or duration of export controls, 
s shorter 


\merican \Morocat Products Exchange, doing business as Adolph Fromer, 
Casablanea, French Morocco. One firm and one individual. False represer 
} 
tl 


a- 


} 


n that Switzerland would be ultimate destination of 100 tons silicon cart 


ith intention to transship material to Czechoslovakia. June 16, 1951—« 


barring participation in all United States exports for 2 
American Industrial Products Co., doing business as Ching Sen Lee et al 
New York, N. ¥ One firm and two individuals Use of export licenses to ship 


tinplate to unauthorized consignee in China during igust 1949 August 8 
1® 


> vears 


1951—order barring participation in exports of positive list commodities for 
Manning, Maxwell & Moore, Ine., et al., Bridgeport, Conn One firm and 


two individ 


ials. Failure to disclose information received that temperature 
recording equipment was intended for export to Tientsin, China, instead of Hong 
Kong, as originally represented in license application August 15, 1951—-order 
barring 2 employees from all participation in United States exports for 2 years 
firm barred from participation in exports of positive list commodities for 3 months 

A. Givatowsky et al., Brussels, Belgium, and Vaduz, Liechtenstein One 
firm and one individual Attempt to obtain export of used caterpillar tract« 
by false representation that Belgium would be country of destination whet 
tractor was actually intended for Czechoslovakia January 2, 1952—order 
barring participation in all United States exports for | vear 

Siegel Chemical tt al., Brooklyn, N. ¥ One firm and two individuals 
Continued employment in export trade of individual employee who had been 
barred from participation. Attempt to obtain export license for cobalt nitrate 
by misrepresenting Hong Kong. to be ultimate destination and nondisclosure 
of information that actual destination would be Chin November 15, 1952 
order barring participation all validated license exports and general license ex 
ports of positive list commodities for 2 vears. January 14, 1952—order modified 
by Departmental Appeals Board—barring participation in exports of positive 
list commodities requiring validated license for 6 months plus an additional 18 
months to be held in abevance subject to respondents good behavior 

White Laboratories, Ine., Newark, N. J. One firm. Misrepresentations In 
application for license to export halibut liver oil, that destination would be Hong 
Kong, and nondisclosure of information that China would be actual destination 
June 15, 1951—order barring participation in exports of positive list commodi 
ties for 3 months 

sritish American & Fastern Co., Ine., et al.. New York, N. Y. Two firms 
and four individuals. Unauthorized transfer of license to export tinplate to 
Austrian consignee. October 19, 1951—order barring participation in exports 
of positive list commodities for 3 months 

Carson M. Simon & Co. et al., Philadelphia, Pa. One firm and two individuals 


Irregularities in preparation of shipper’s export declaration by freight forwarder 
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omobiles to Brazil August 31, 1951—order barring partic- 
ited States exports for 2 
Jacobs & Moran, Inc., New York, N. ¥ Participation by freight 
hipments of iplate to China in 1949, with knowledge of una 
sfers of export censes | shippers September 7, 195l1—order 
pation all nited States exports for | weel 
Kratky nna, istria. One firm Unauthorized transship 
jeeps goslavia from Austria December 14, 1951—order 
in all United States exports for 3 months. 
New York, N \ and eingapore. Two firms al 
} ] 


as to ultimate consignee and er 


WeeKS, 


} om I 
singapore; no accepted orders for same and 
lary 28, 1952—order barring participation 


monti pi ae iditional § months to be held 


Honduras, and New Orleans, La 

f gasoline and diesel oil to 
February 13, 1952 

60 days as to 1 firm 


60 days, as to 1] 


Two firms and tw 
ippers export ce lara- 


r barring participation 


York, N. Y. 
o Cuba thre 


Maré 


aii 


One individual. Participation in un- 
anada April 7, 19: order barring 
ition of export controls 


and one individual. Submitted 


it number for license application to ship cotton to Italy. April 
‘ipation in all United States exports for duration 


sea, Mass. One firm and two individuals 
of Canadian origin wool rags to Poland con- 
1952—order barring participation in all 
is pl is ¥9 months to be held in abeyance subje ct 

to respondents’ Lavi 
Leviant & Co ts New York, N. Y One firm and three indi uals Li- 
cense application ip antibiotics filed without accepted orders. May L6, 
1952 der barring participation in United States exports requiring validated 


iif 


ses for 3 months 


H. Elkan & Co., Inc., New York, N. Y. One firm. Improperly allowed an- 
other exporter to use name as pretended applicant for validated licenses to ship 





ane sul { ) 
Wilmington, Del 


for license tft 


supported bv re 


‘ember o, 1952 order den\ 
yhia Hide Corp., Philadelphia, 
ful filing of two applications 
York exp ¢ t support 
es to applicant 23 
for 3 montli 
Schmoll Fils-Deev 
vidual. Misuse of i 
York exporter, falsely repre 
and obtaining of licenses by 


tities thereot January 27 OD: der denving 
ibject t responds 


stomers 


respo! 
imber 
qua t all export 
4 months, plus t months to be 
behavio1 

Universal Transport Cx rp., 


vidual. Responsible employee of 


New k, One corporation and on 


wrongfully assisted ¢ 
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o effect unauthorized exportation February 10, 1953 
vileges for 2 weeks, to be held in abeyance for 2 years, 
good behavior. Appeal to Departmental Appeals Board 
pending 
Martin Enterprises, New York, N. Y. One partnership and two individuals 
Exportations of nickel-bearing stainless steel sheets under pretended authority of 
ithorizing shipments of non-nickel-bearing sheets. February 12, 
export privileges for 18 months, plus 18 months to be 
to respondents good behavior 
York, N. \ Seven corporations and one individual 
Exports of worthless commodities, including dyestuffs, to defraud foreign con- 
ss Who had ordered and paid for other, more valuable commodities 
lary 20, 1953—order denying all export privileges for 2 years, plus 2 years 
held in abevance ibject t respondents } behavior 
lransporters, Inc., New York, N. Y. Three corporations and two indi- 
Submission of license applications by freight forwarder on behalf of 
exporters of wool garments to Cuba, although forwarder knew or should have 
known applicants did not possess orders from the consignees; and failure of 
forwarder to disclose in license application that goods covered therein had been 
seized by United States Customs for attempted unlicensed export. February 25, 
1953—order denying all export privileges for | week 
lias Moos, Inc., New York, N. \ One corporation and two individuals 
Trafficking in export license to ship hides to Japan March 16, 1953—order 
denying all export privileges for 5 months, plus an additional 6 months to be held 
in abeyance subject to respondents’ good behavior. 
Harwil « , New York, N. Y. Two corporations, one firm and four indi- 
iduals, of New York, N. Y., and one individual and firm, of Montreal, Canada. 
Wrongful export of woodpulp from United States to Canada, with intent to 
reexport from Canada to Italy without required United States export license for 
Italy; also false statements to obtain United States export licenses. March 6, 
1953— order denying all export privileges to 1 individual and partnership for 3 
vears; 3 individuals, 2 corporations, and 1 firm, for 5 years; and 1 individual, for 
the duration of United States export controls. 


ADMINISTRATIVE CASES AWAITING HEARING OR DECISION 


Names are omitted from the following administrative cases because they are 
ither awaiting hearing or decision. 

Case No. 1: Two New York individuals and one firm. Alleged false repre- 
and 
nisuse of licenses to make unauthorized shipments of tinplate to China in mid- 
1949 (waiting hearing 

Case No. 2.: One English firm and individual and one Swiss firm. Alleged 
false statements by English consignee and Swiss forwarder to obtain license to 
export tantalum, ostensibly to Switzerland, but actually intended for and shipped 
to U. S. 8S. R. Awaiting hearing. 

Case No. 3: One Canadian corporation and two individuals. lleged wrongful 
participation by Canadian company in unlicensed shipment of United States 
hides to Austria, falsely declared as being of Canadian origin. Awaiting hearing. 

Case No. 4: One New York corporation and two individuals. Alleged mis- 
representation of identity of ultimate consignee in applications to ship diesel 
engines to Hong Kong Awaiting hearing. 

Case No. 5: One New York corporation and two individuals. Misrepresenta- 
tion of end use in applications to export tinplate to South America, and alleged 
submission of false information in course of investigation. Awaiting hearing. 

Case No. 6: One Detroit corporation and four individuals. Alleged mis- 
representation on shipper’s export declarations that commodities being ex- 
ported were rags which were exportable to Holland under general license, when, 
in fact, commodities were used uniforms requiring a validated license. Awaiting 
hearing. 

Case No. 7: One New York partnership and two individuals; two Havana 
firms and three individuals. Alleged false representations to OIT in connection 
with application to export steel to Cuba. Awaiting hearing. 

Case No. 8: One Belgian corporation and two individuals; one French in- 
dividual. Alleged false representations by consignee and purchaser of roller 
bearings as to ultimate destination, and alleged wrongful transshipment thereof 
to Soviet Bloc destination Hearing now in progress. 


sentation of ultimate destination and consignees on license applications 
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ase No. 9: One New York corporati 

outstanding suspension order by act 

{ ates pulp for export Awaitin : 

ase No. 10 ur York corporations and 
1 ts I { 


xportation In lation tstandi 


ident 
mModity act 


wrongful advertis 


originalls 


ed indictments ne 


fendant plead uiltv and await 
Mercantile ‘ t al One cor] 
False statements on shi ’s export declaration 


worthless materials in fraud of Indian consigne 


polystyrene. Indicted southern district of 
T 


} 


oration and two individual defendants pleaded 5 
‘frauded c 


sentences subj to making restitution to de 
awaiting trial 

James H. Scott. One individual. Alleged false statements in shipper’s ¢ 
declarations and trafficking in licenses for foodstuffs Indicted district 
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April 1952. Defendant’s plea to indictment now under consideration by 


al. Two corporations and three individuals. Alleged 
Office of Inte:national Trade licensing officer to obtain 
indicted district court, Virginia, July 1952. Two 
pleaded guilty and are awaiting sentencing. One 


o corporations have pleaded not guilty and are await- 


me corporation and one individual. Alleged fals 
export declarations to make unlawful shipments of 
Switzerland, but actually transshipped to Czecho 
» export larger quantities of be ngs than authorized 


York April 19: Awaiting trial. 


orporation and one individual Alleged falsi 

and s 1ipper’s export declarations to export 

um, but intended for and actually diverted to 

d district court, Pennsylvania, January 1952 
corporation and one Belgian individual. Alle; 
applications and shipper’s export declarations t! 

Belgium although actually intended for Cz« ) 

trict, of New York, May 1951. Corporation dis 


individual in abeyance pending his return to 


Two individuals, Alleged false representations in license 
export declarations as to identity of ultimate consignee 
shipments, and trafficking in export licenses. Indicted 


July 1952. One defendant is fugitive from justice. 


our individuals, two corporations, and one firm 
False statements i hipper’s export declarations to misuse validated licens: 
issued to another person for export of barbed wire to Cuba, and unlicensed exports 
of such wire. Indicted southern district of New York, November 1950. March 
1952 me individual fined $2,000, one corporation fined $2,000, one firm fined 
$2,900, one corporatic { one individual found not guilty, and case nolle prossed 
one individual 
rnational Manufacturing & Fquipment Co., Inc., et al. One corporation 
individual. False statement in license application filed in 1948 that 
destination of mine carloader would be Switzerland when, in fact, de- 
intended to transship same to Czechoslovakia. Indicted southern 
of New York, May 1950. September 1952—corporation and individual 
fined $1,500. 
tobert M. Mistrougl One inaividual. Falsification of shipper’s export 
laration nake unlicensed exports of sanitary ware; unlicensed exports of 


li pipe 


| and perjury before Senate Committee. 
‘ 


rK Febr iarv 1949 district ce 


individual 

es and shipper’s export declarations 
‘diy to Belgium and Formosa, but actually 
1 China, respectively Indicted district 
1951—individuel defendant sentenced 
day in \risonme t Wit! n nee s ispended on 5 vears’ probation, 

! ned $2,500 orporatl i def lar fined $2,500 
Felipe Chuy Muro ne individual, Unlawful export of flour, lard, and 
! tomobile acr f border Information filed September 5, 1952 
of g Ly tenced n Septem 12, 1952, t » 2 days’ imprisonment, 

ed for 2 ‘ customs referral 
‘ Gonzal suns One individual. Unlawful export of flour and truck 
ross Mexic: r. July 17, 1952—fined $50 by district court, Texas (cus- 
referral 

Garci , et al. Two individuals. Unlawful exports of shoes and 
nobile across Mexican border. Ms 6, 1952—one defendant sentenced 
’ imprisonment other to 3 years’ imprisonment, by district court, 
customs referral 





Ignacio Marado Torres One individual nlawful exy 


ort of flo 
por 1 
mobile across Mexican border July 24 52 entenced to 30 day 
ment, suspended for 6 months, by district court, Texas (customs refert 
Salvador Chuz Padilla One individual nlawful export of fl 
nobile across Mexican border. July 11, 195 entenced to 30 days 
ment, by district court, Texas ; 
Salvador Herrera (¢ 
naa tomohils r 


mur 


le 
ntence, susp 
Hernandez 
tomot i] 
h, bv district cor 
Sandoval 
AT} jr 


automobile across Mexicat rdet ly », 1952 


prisoument, suspended for 6 months, by district court, Texas 


In addition, there is an outstanding sealed indictment in ‘ 
case and 11 cases are now being considered by the Justice Department ar 


lt 
States Attorneys for criminal prosecutio 


Mr. Samuen W. Anperson. The United States export control 
program is, of course, distinet from the activities of the Govern- 
ment under the Mutual Defense Assistance Control Act of 1951, 
the so-called Battle Act. That law places responsibility upor the 
Director for Mutual Security and the Secretary of State to deal with 
the problem of trade between friendly foreign countries and the 
Soviet bloc. However, the Department of Commerce also plays an 
important part in that program. 

Not only do we contribute the expertness gained in the operation 
of United States export controls and technical skill in the analysis 
of commodities and the problems of control, but we also take a part in 
developing the policies and courses of action followed in the program 
And, our technicians and other oflicials participate regularly in 
discussions and negotiations with foreign governments. 

In conclusion, permit me to say that understafling in this operation 
not only directly delays processing and results in backlogs of appli- 
cations to the detriment of the trade, but inevitably affects the care 
that should be exercised in screening individual applications to the 
possible detriment of the national interest. It is obviously desirable 
to minimize delay in processing export applications so as not unduly 
to slow down and otherwise burden vital private export transactions 
and so as to supply the essential needs of friendly foreign countries 
in proper time. It is equally or even more important to be able to do 
an efficient job of security licensing. 

I might add that this chart [exhibiting] is prepared weekly and gives 
a running picture of the intake’and outgo of applications. As you 
see, the backlog has been coming down, which indicates the efficient 
tvpe of operation we have. 

Mr. CLevenGcer. Is this a reorganization, or is it the same setup as 
last year? Is it being changed? 

Mr. Samurt W. Anperson. No; only in the respect | pointed out 
in my statement. It is a somewhat reduced amount, as you can see 
from the budget, but otherwise it is the same operation as preceding 
the Export Control Act, which has just been passed, as you know, 
by both Houses and is now in the President’s desk. 
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SALARIES 


Mr. CLEvENGER. It seems ta me from just a cursory check that it 
is rather heavy on the high+salaried side. 

Mr. Samus t W. Anprerson. The high-salaried classification? 

Mr. CLrevencer. Yes. I have not checked, but have you made 
any reduction at all in the higher grades? 

Mr. Samvuen. W. Anperson. Oh, ves. We have quite a number of 
euts actually out now. 

Mr. CLevenGcer. Does this contemplate the absorption of the NPA? 

Mr. SAMUEL W. ANpbERSON. No. 

Mr. CLevencer. That will go into another group? 

Mr. Samuret W. Anperson. That is a different operation entirely. 


ADVISORY COMMITTEE 


Mr. CLevencrer. Now, you have an increase in the Advisory 
Committee of $21,500. Just why is that? 

Mr. Samurt W. Anprerson. That comes about, as you can see, 
from the fact the 19 positions are the same in both years, but in the 
case of 1953 there was an average number of man-years of 17, whereas 
we have provided for an average number of man-years of 19 in this 
Case 

Mr. CLevencer. But it is an increase in that section, with an over- 
all decrease? 

Mr. Samuret W. Anprerson. Yes. This ts the staff of the Advisory 
Committee which operates on the policy level to determine the nature 
of the strategic-control problem, and individual items are screened 
and carefully taken up through that committee and its staff. It is a 
small staff but must be highly competent and, as export-control 
procedures become tighter, as we are constantly trying to make 
them in items of strategic control, the number of problems involved 
in this staff work is very substantial, particularly as this staff also 
makes a major contribution to the OIT work under the Battle Act in 
attempting to persuade our friendly nations abroad to take parallel 
action with us. 

Mr. Cievencer. As I say, there is an increase of $21,500. You 
just have extra salary; is that the idea? 

Mr. Samuret W. Anperson. For 1953 there were 19 positions 
authorized. The average number of man-years was 17, whereas we 
are providing the full complement of 19 man-vears. 


AVERAGE SALARY 


Mr. CLEVENGER. Many of the cuts seem to be in the lower grades. 
Are you taking out all of the privates and keeping all generals, or just 
what does that represent? 

Mr. Macy. We are hitting at holding down the average salary, and 
we have given out notices during the last 2 or 3 months to quite a 
number in the upper brackets salarywise. 

Mr. CLevencer. Well, your average grade does not exactly show 
that. In 1952 you have 7.3 average; this year you have 7.5 average; 
and for next year you show 7.6 average. It looks as though you are 
not going down, but that you are upgrading. Do you ever take any 
of the eagles off the shoulders of some of your people? 
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Mr. Macy. We are trying very hard to keep that evened up, and 
we have dropped some 13’s, 14’s, and 15’s along with the others. 

Mr. Ctevencer. The green sheet just does not seem to show that 
If you qualify the word “some,” it does, but it gets down to about 
four people on that page 4. It shows an increase in average salaries 
of about $156. 

Mr. Rex ANpbrerson. The 1954 average salary for the Office of 
ey ri itional Trade portion of this program is $5,208 or an average 

.4 level. The trouble here is you are working from the cansoli- 
dated green sheet which reflects several activities. 1 am only talking 
of the OIT portion. 

Mr. Cievencer. That figure excludes Customs. 

Mr. Macy. There is quite a large amount there of Customs. 

Mr. Samugt W. Anperson. I think it is fair to say, Mr. Chairman, 
that this is a fluid thing; it is growing, and we are constantly trying to 
improve our techniques in enforcement activities. I think it is fair 
to say that in so doing we, needless to say, have continually to draw 
on our best people to perfect the methods and to carry out the work. 
And it does not surprise me particularly that there is this gradual 
increase in 1952, 1953, and 1954 in the average salary. Indeed, | 
would be surprised if it were the other way, because of the fact we 
think the quality of the work is improving all the time. 

I want to emphasize as well as I can the fact that is a qui = job 
primarily, because we are trying to avoid any slips here if we can 
Two years ago, | am sure, the quality of the work was not as “hich 


CONTROL OF SHIPMENT OF MATERIALS TO SOVIET BLOC BY OUR ALLIES 


Mr. CLevenGcer. But the better the job we do, the looser becomes 
the control over our allies in supplying the Communists or the satellite 
States, if I read the papers correctly, and that is about the only way 
I have of getting information. Is that a fair assumption or not? 

Mr. SamMurt W. Anperson. It is a fair assumption. That is what 
we are fighting all the time. Let us look at a particular instance where, 
le ‘t us say, a Diesel shovel of one of our variety is being shipped, let us 

, by Belgium to Poland. This means we have to screen our ap- 
lic ation of any Belgian importers for construction machinery to make 
sure we do not let them buy a shovel here, the effect of which would 
be to make it easier for them to send such a shovel to Poland. And 
we have to go and make representations in Paris to all of our friends 
to the effect that that is the kind of equipment those people did agree 
not to export. We are doing that all the time. 

Mr. CLeveNGER. It seems strange to me that, for instance, France 
has entered into a trade contract with Red China for $20 million of 
certain supplies and the very same day we give the French Govern- 
ment an additional $600 million, and that is not counting the aid check. 
In other words, we seem to be furnishing the sinews of war to people 
who kill our sons. That is what I cannot understand. 

Mr. Samuget W. Anperson. This, of course, goes right to the ques- 
tion of the nature of the trade agreements with ( ‘hina, and what we 
try to do through our people in Paris, in concert with the Director of 
Mutual Security, who has the main burden of this type of negotiation, 
is to help in every way we can, because a great deal of the information 
comes from us. We try to persuade France that in making such a 
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deal with China they will only supply nonstrategic materials to China 
in return for what she gets from China. 

I do not happen to know the nature of the current French trade 
negotiations, although I saw a memorandum on it the other day, 
but our efforts have been—and, indeed, quite successful—to persuade 
France not to give China highly critical machine tools but to concen- 
trate as much as possible on textiles. 

Mr. CLevencer. Anything that adds to the general economy of a 
country that makes living easier, or makes it stronger, or cripples our 
own factories in time of war—is not that strategic? 

Mr. Samuet W. Anperson. We take the view as far as our export 
controls are concerned, that it is. 

Mr. CLevencer. And we pick up the chips for the war over there 
and furnish the soldiers and then let our allies, the very people we 
support, reinforce the economy of China generally. Anything that 
goes in there helps their economy. In modern war, you have to make 
war through the economy of the country. We just seem to be the 
fall guy who sits around and picks up the checks. 

Mr. Samuret W. Anperson. There you are touching on an ex- 
tremely important question. As far as export control activities and 
Battle Act are concerned, all of our efforts are directed toward trying 
to get our friends abroad to take as closely parallel action as they can. 
We have not succeeded in accomplishing that, because their foreign 
trade to Eastern Europe and in some respects to China is to them 
much more important than it is to us. 

Mr. CLevencer. Are we resuming trade ourselves with the satellite 
countries and Czechoslovakia, or are the newspapers incorrect? 

Mr. Samuet W. Anprerson. May I go off the record here? 

Mr. CLevencer. Just as you like. I am only looking for clarifica- 
tion. 

(Discussion off the record.) 

Mr. CLevenGER. There were times when I felt we were free to say 
to every American citizen and to everyone in the world where he was 
behaving himself ‘No man must touch him. He is an American.”’ 
But here we are bound up by a mythical giant. They used to tell 
me when I was a kid ‘‘We are a giant and the greatest Nation in the 
world.”’ Yet we are impotent to protect our boys over there from our 
own allies. And some of them even have some of their own sons 
fighting in the war or some of their dominions’ sons. Here we seem 
to be absolutely impotent to keep them from trading with our own 
enemies and their enemies, too, if they play it straight. 

(Discussion off the record. ) 

Mr. Cievencer. I just cannot help thinking our plumes are 
drooping. Ido not always feel like an American eagle. 1 sometimes 
feel like the sucker at a county fair who gets the wrong shell, thinking 
the pea to be under it. 

(Discussion off the record.) 


ITEMS ON CONTROL LIST 


Mr. Bow. Mr. Anderson, what is your positive list today compared 
with a year ago under exports? 

Mr. Borron. If you take the total number of entries on the positive 
list, on June 1 it is 1,687 and on January | of this year it was 1,723. 
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Mr. Bow. How many on June 1? 

Mr. Borton. On June 1, 1,687—June 1, 19 and going back to 
January 1, 1953, it was 1,723. And on June 1, 195 92, it was 1,751. 

Mr. Samugt W. Anperson. This figure sail be of interest to 
you as well. The deletions from the positive list in the year 1952 were 
117 items, and between January and June, 5 months of 1953, it was 79 
with 16 pending. In addition to that, there were removed from quota 
controls in the year 1950, 50 items, and for the 5 months of 1953, 47, 
with 17 pending. 

I can give you some examples of those if you would like to have 
them. 

Mr. Bow. Is the greater part of your work now on this control 
of materials to the Soviet bloc through friendly nations? 

Mr. Samugt W. AnpgERsOoN. Yes. The number of items which are 
controlled now strictly for reasons of short supply as distinguished 
from strategic reasons is quite small. The very large part of our 
work has to do with strategic reasons for control—90 percent, about. 


RESPONSIBILITIES UNDER BATTLE ACT AND EXPORT CONTROL ACT 


Mr. Bow. Do not you overlap to some extent with the so-called 
Battle Act? 

Mr. SamMuEt W. Anperson. I think ‘‘overlap”’ is not quite the word. 
We gear into their work very greatly. 

Mr. Bow. The primary responsibility for control between the 
friendly nations and the Soviet bloc is under the Battle Act adminis- 
tration; is it not? 

Mr. Samuet W. Anperson. Yes, sir. 

Mr. Bow. That is their primary work. Yours is secondary? 

Mr. Samue.t W. ANpERSON. Ours is secondary. 

Mr. Bow. So that is your main work now, the secondary work of 
the Battle Act Commission, compared with what you were doing for 
some time for control throughout the world? 

Mr. Samuet W. Anperson. Our primary legal responsibility is 
control of United States exports anywhere, and this chart |exhibiting] 
shows at a glance the extent to which exports are controlled over the 
past. Under the Battle Act, as you correctly state, it is the responsi- 
bility of the Director of Mutual Security to negotiate with our friends 
abroad to get parallel action and to persuade them to limit their 
exports to the bloc. 

Mr. Bow. It is the Mutual Security Administrator and the Secre- 
tary of State working together under the Battle Act? 

Mr. Samuget W. Anperson. Yes. And in view of the long exper- 
ience of OIT and the vast information we have on the strategic 
character of our exports, we sit on their committees as well as they 
sit on our committees and very actively assist in that work. 

Mr. Bow. In answer to one of the questions of the chairman on the 
question of French negotiations, you said, as I recall, that your 
Commission would negotiate with our friends abroad to try to prevent 
them from sending materials into the Soviet bloc. Is that your 
responsibility, or is that the responsibility of the MSA and the Sec- 
retary of State? 
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Mr. Samuet W. Anprrson. I used the word ‘‘we,’’ because some 
of our people frequently go to Paris to help them, but the responsi- 
bility is the responsibility of Mr. Stassen and Mr. Dulles. 

Mr. Bow. Is it necessary to have people from your commission 
go into these polic) ymaking conferences between MSA, the Secretary 
of State, and foreign nations? 

Mr. Samurt W. Anpvrerson. There is an interagency committee 
here in Washington called EDAC, which is a group advisory commit- 
tee to handle that problem. We sit on that committee and make 
available information we have and bring to bear any judgments we 
have—at the request, of course, of Mr. Stassen, the State Department, 
and others on the committee. When negotiations take place in 
Paris on any given commodity or group of commodities, it frequently 
happens that Mr. Stassen’s office will ask us to detach one of our men 
and send him over to help on those particular commodities. We have 
three in Paris now at their request. 

Mr. Macy. The Office of International Trade has a great deal of 
economic information about countries and trade between countries, 
and that information is invaluable in carrying out the Battle Act by 
the Battle Act Administrator. Rather than staffing his operation to 
duplicate what is already available for their purposes, he uses the 
OIT information and people to get it ready for him so that he can make 
his decision based on that information. 

In addition to that, we have in the Office of International Trade 
our licensing officers who know the technical aspects of commodities. 
He relies on that group to make his findings and recommendations 
relative to the technical aspects of any commodities as to how stra- 
tegic they really are, and that type of exploration is made by our 
licensing officers working with the Battle Act Administrator. So that 
we supplement in a secondary way his operation. 

sut our operations as far as export control is concerned are clean cut. 
We have the responsibility for controlling shipments from the United 
States to any country in the world. That is a distinet operation. 
And by doing that operation, we have valuable information that they 
can use. 


ce 


CHANGE FROM “TEMPORARY” TO “PERMANENT” STATUS OF PERSONNEL 

Mr. Bow. Some of your employees have been carried in the past as 
temporary employees. I notice now they have some of them in here 
as permanent. What is the reason for that? 

Mr. Rex Anperson, All of our people have been permanent. 
think that refers to the people in Customs. 

Mr. Nreuson. That is the Customs Bureau. 

Mr. Bow. What is the reason for the change of these employees 
from temporary to permanent? 

Mr. Garcue.ty. As you know, the Export Control Act has been 
renewable on practically a yearly basis heretofore, and in the Customs 
offices we have handled those operations with temporary employees. 
However, in the light of the current 3-year extension of the act, the 
Treasury Department and the Civil Service Commission came jointly 
to the conclusion that it was inappropriate to continue using temporary 
employees in this operation. 
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Mr. Bow. Of course, it is extended to 1956 or any prior date which 
Congress by concurrent resolution or the President may designate. 

Mr. GarcHei. That is right. 

Mr. Bow. And even 1956 is going to roll around in a hurry. I 
was just wondering if we were going to have some permanent em- 
ployees and have to find some place to keep them on, who are there 
now as temporary employees. 

Mr. GatcHe.it. They would, of course, be subject to the normal 
reduction in force procedure. But we were virtually directed by the 
Civil Service Commission and the Treasury Department to give these 
employees a status comparal ‘le to other employees in the Customs 
Service. 

Mr. Bow. When they are there as temporary, they know their 
status is temporary, and by switching them over to permanent, we 
might give them false hopes. 

Mr. GarcHett. That would have to be determined carefully 
in the normal course of events. It is a relatively small group 

Mr. Cirevencer. Does the legislation itself do that? 

Mr. Gatrcuetu. No, sir. 

Mr. Bow. No; it is not in the legislation. 

] would just like to comment that whoever prepared Mr. Anderson’s 
report neglected to put some quotation marks in it. Part of it is lifted 
entirely from the House report on the extension of the Export Control 
Act word for word. 

That is all. 


PACKAGE-TYPE APPLICATIONS 


Mr. Presron. With reference to your new procedure of allowing 
business to file package-type applications, you are suggesting in your 
statement that it does entail more work for your people. Why was 
this done if it is going to involve more wore more man-hours? 

Mr. Samvet W. Anperson. In general, of course, we try to lighten 
the burden on business to the maximum degree we can. I would like 
Mr. Macy to explain that 

Mr. Macy. The more work is involved in per application—not 
more total work but more work per application. That is one of the 
various reasons why the intake of individual applications is estimated 
downward to 2,200. The work per application, because we are get- 
ting less applications by this blanket type of license, is greater. 

Mr. Preston. You have to pass that package-type application 
from one division to another so that each category gives it their at- 
tention, and I suppose that would result in the application taking 
longer to be approved or denied; would it not? 

Mr. Macy. That is correct. 

Mr. Preston. How does business feel about that? 

Mr. Macy. We are able to get licenses out quite rapidly. 

Mr. Samurt W. Anperson. I might supplement that statement by 
reporting to you that as of now, taking the total of 15,565 applications 
as the most recent one, 76.3 percent are issued within 5 working days, 
and within 10 days that percentage jumps to 90.5 percent. So that 
the machinery is working quite well. It is the unusual ones that 
cause the de lay. 
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Mr. Preston. That is all right. Anything that the Government 
gets done in 10 days is fast in my opinion. I rarely get a letter 
answered at that rate. 

Mr. Macy. All of these new procedures have been discussed with 
the Industry Advisory Committee and have their support. 


SALARIES 


Mr. Preston. Now, do you have any upgrading of people in this 
request? 

Mr. Macy. No, sir. 

Mr. Preston. Not any? 

Mr. Macy. No, sit 

Mr. Preston. On the green sheets you made some observations. 
I wish to ask you a question or two about that. 

In looking at your salary grades, I notice that the Chairman of 
your Appeals Board has a salary of $10,550, while the criminal inves- 
tigator’s salary is $11,300 or $750 more than that of the Chairman 
of the Appe ‘als Board. How do you justify that sort of salary? Is 
this criminal investigator as important as the Chairman of the Appeals 
Board ? 

Mr. Samuret W. Anpverson. I think it is fair to say they are both 
very important individuals. The Appeals Board, as you know, is 
quasi-judicial 

Mr. Presron. We will concede he is very important, but how 
about the criminal investigator? 

Mr. Samuet W. Anperson. He is a very important man on whom 
we rely for the management of our investigation staff. He is a very 
highly trained, able man. 

The slight differences are something I will ask Mr. Anderson to 
explain. 

Mr. Rex Anperson. The difference between the two figures is 
that one has been in the service longer and has earned one or more 
within-grade promotions within that time. In other words, that takes 
place automatically every 18 months. 

Mr. Presron. | understand that. 

Mr. Rex Anperson. That is the only difference. 

Mr. Preston. Is the criminal investigator more qualified or more 
capable than the average FBI agent? 

Mr. Samvuent W. AnpeErson. | am not, of course, experienced in the 
job of the FBI investigator, but I must say I have a very high opinion 
of this chap. He is an extremely able man. 

Mr. Borron. This criminal investigator is the Chief of our law 
enforcement staff. He has 32 people under him. 

Mr. Presron. Then you have an executive secretary to the Ad- 
visory Committee on Export Policy at a salary of $10,600, while just 
below that you have an international economist, who undoubtedly is 
a well informed, well qualified man, who has a salary of only $9,600 
or $1,000 less than the salary of the executive secretary to the Ad- 
visory Committee on Export Policy. By comparison, are those people 
supposed to be of equ al ability? 

Mr. Nretson. The executive secretary to the Advisory Committee 
on Export Policy is an individual who has been doing this work for a 
number of years, and over a period of time, with ‘his within- grade 
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promotions, he has moved up to $10,600, whereas the international 
economist, while he is still in the grade 14 category, might have been 
appointed recently at the beginning of the grade. That would be 
the difference between the two salaries. This could appear throughout 
in a number of cases here. 

Mr. Preston. You said this criminal investigator was the head of 
the criminal investigations. I see on the same page I referred to, 
under grade 13, you have two criminal investigators at $8,300. Are 
they the heads of any particular investigative division? 

Mr. Borton. One of them is head of our New York office. and 
the other one is head of one of our sections here in Washington. Both 
of them report to this man that we first identified. 


VALUE OF EXPORTS IN 1952 


Mr. Preston. Does this chart which you handed me a moment 
ago mean what it says when it says we have exported in 1952 approxi- 
mately $3% billion? 

Mr. Samuge.t W. Anpperson. | think that is quarterly, Mr. Preston. 

Mr. Preston. I see. 

Mr. Samurt W. ANperRSON. Our export total for 1952 is just about 
$15 billion. 

Mr. Preston. Yes; I failed to note that that was quarterly. 

That is all, Mr. Chairman. 

Mr. Couperrt. Off the record. 

(Discussion off the record.) 

Mr. Bow. Mr. Chairman, may I ask one question? 

Mr. CLevenGcer. Yes, Mr. Bow. 


EDITORIAL AND INFORMATION SPECIALISTS 


Mr. Bow. What are the duties of an editorial and information 
specialist? 

Mr. Borron. That is an emplovee who writes and distributes press 
releases which announce to the public our changes in regulations, our 
changes in licensing policy. They are published without exception in 
the Journal of Commerce, and usually in the New York Times and the 
other major commercial newspapers. 

Mr. Bow. How many editorial and information specialists do you 
have? 

Mr. Borron. One. 

Mr. Bow. I see here on page 11 of the green sheets, 1 information 
and editoria) specialist at $8,560, and then on page 13 of the green 
sheets there are two more at $12,480, that is $6,240 each. That would 
be three of them. 

Mr. Borron. Those two people we do not consider in terms of 
performing administrative work in that work, because they do not see 
the public. They are people who are inside drafting the regulations 
which we publish, and on the basis of which the exporter operates. 

Mr. Bow. You do have three here in these justifications in the green 
sheets listed as editorial and information specialists. Can you explain 
why in 1952 you had one at $6,340 and now you need two when your 
work is decreasing? 
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Mr. Borron. Well, it is one of the anomalies you find from time 
to time. Actually, as the workload decreases we have an increased 
amount of activity in the announcement to the trade of those changes 
which are made in the regulations where every week we announce 
a simplification of our regulations and the elimination of the docu- 
ments which they must file to support their license applications, and 
those are all announced to the public and are incorporated in what 
we call our comprehensive export schedule. 

Mr. Samuret W. Anprerson. Those changes are kept up to date, and 
it is subscribed to by the export trade and others who are interested in 
them. It is looseleaf, and it is constantly under revision, as you can 
see. 

Mr. Borron. That is for all of the trade. 

Mr. Macy. It is furnished to them at a cost of $7.50 a year. 

Mr. Bow. At a cost of $7.50? 

Mr. Macy. Yes, sir, a year. 

Mr. Bow. Do you feel that that is adequate compensation for it? 

Mr. Samurent W. Anprerson. We have had some discussion of this 
subject before. It is awfully difficult to answer that question cate- 
corically ° 

We felt since the United States is imposing controls on business in 
this connection that we had to be reasonably cautious in making 
people pay large sums for the privilege of being controlled, so to speak. 
I cannot say as to whether we ought not to get more or less for this. 

Mr. Bow. Can we anticipate then, that as your business continues 
to decrease you are going to add more editorial and information 
specialists to your staff? 

Mr. Borron. No, I do not think so. I think the group that we 
have now will be adequate for our needs. 

Mr. Bow. Do you not feel your group would have been adequate 
without the addition of the other man? Of course, one man alone 
does not mean anything, but in the entire spectrum of Government 
it does mean something when we are trying to reduce the cost of 
Government where in a position of this kind we have an increase. 

Mr. Samuet W. Anperson. Obviously if you wish to take out one 
man we would get by as best we could under the circumstances. 

Mr. Bow. I will say to you, Mr. Anderson, that I do not wish to 
take out one man or anybody who is needed, but I would like to 
see those people who are not needed taken off the Federal payroll, 
and it seems to me that sometimes we are a little loose in bringing 
these people in 
Mr. Samurt W. Anperson.!I think this first’ schedule’ indicates 
that, as far as export control is concerned, pretty adequate steps 
have been taken. 

Mr. Bow. I always look with some suspicion, I should say, when 
we come to information specialists because | have had some experience 
in checking up on information specialists through the years. I know 
that a lot of their job is to sell the operations of the agencies to the 
public rather than doing a job for the Government. 

Mr. Borton. May I comment a little further on that, Mr. Congress- 
man? 

Mr. Bow. Yes. 

Mr. Borron. This work is handled in our Operations Division, 
and we are trying to drop 48 people out of that Division. That is the 
largest division we have, and it is also taking the largest cut of any 
of the divisions. 
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We will not employ anybody to fill this additional position. We 
do plan to transfer somebody into that position, because we think it 
is most important when we are going out of business to keep the 
trade notified as quickly as possible when they can get relief, and for 
that reason we are anxious to keep that publication current for them, 
which it is not at the present time. 

Mr. Bow. Mr. Chairman, I wonder if I could have the releases put 
out by the editorial and information group for the week of February 
16, 1953, all releases, information releases, and other handouts by that 
Division. 

Mr. Samus, W. Anperson. We will certainly provide you with 
them. 

Mr. Bow. I picked a bad week as there is a birthday in there. Let 
us take the following week, the week after the 15th of February. 

Mr. Samuet W. Anperson. The week from February 23 on. 

Mr. Bow. Yes; just take that 1 week. I would like to have that 
complete, all the information releases, not just the reports but also 
any stories that were put out. 

Mr. SamugeL W. ANperson. Yes, sir. 

Mr. Bow. That is all. 

Mr. CLtevencer. Thank you. 


APPEALS BOARD 


Mr. Coon. I have a few questions to ask. On page 10 I notice 
the Chairman of the Appeals Board gets $11,550, and the Deputy 
Chairman of the Appeals Board gets $11,800. I am wondering why 
the Deputy Chairman gets more than the Chairman of the Board 


Mr. Macy. They are both grade 15’s, and it is this in-grade promo- 
tion which accounts for the difference, It is based on the length of 
service. 

Mr. Nreuson. Here again it involves the leneth of service of the 
individuals. 

Mr. Coon. Would it not be better to change their titles around? 
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\ir. Nrexson. All of them are classified by the Civil Service Com- 
mission on the basis of what they are doing. 

Mr. Coon. It does not exactly sound logical to me, but perhaps 
it is 

Mr. Samurnt W. Anprrson. The Chairman of the Appeals Board 
is aman who has had similar experience in the War Production Board’s 
Appeals Board. He ts a very able and judicial man. 

As J recall it he was out of the Government service for a while, and 
he came back at our request. 

Mr. Coon. Do you need a Chairman of the Board and also a Deputy 
Chairman of the Board? 

Mr. Samurt W. Anperson. Yes. 

These cases are pretty voluminous, and they are really almost like 
a trial, you know. It has been a good thing actually because anybody 
who feels dissatisfied with any action taken pursuant to the Export 
Control Act has the right to come in and object to the Appeals Board, 
and the Appeals Board does not report—the decisions are not con- 
trolled by the Director of the Office of International Trade or anybody 
else, but the Chairman of the Board is charged definitely with making 
his decisions as wisely as he knows how as a judicial person, and then 
his decision sticks. It has been a method of taking a great deal of 
heat out of this work because there are always people who have un- 
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reasonable views, and this number has fallen down very rapidly in the 
kind of action that the Appeals Board carries out. It repeats exactly 
the experience that was had during the war in the War Production 
Board where the Appeals Board there really was a marvelous thing. 
It cut the number of suits down to just a handful. This has had just 
the same effect. 

VOLUME OF APPEALS 


Mr. Couprerr. What is the volume of appeals in a year? 

Mr. Samuet W. Anperson. I have not the report here which | 
get monthly 

Mr. Couprert. Approximately? 

Mr. Samurt W. Anperson. I should say in a year that there are 
40 or 50 or 60 that we have to read. 

Mr. Borton. We get more inquiries than that, but for full-fledged 
hearings that would be about it. 

A great many of the appeals are handled informally without a 
hearing or the calling of witnesses. They actually get requests 
running about 2 or 3 a week on an average. Those are requests 
for a review of the licensing actions which have been taken. 

Mr. Covuprert. Do you keep any record at all of the number of 
controversial complaints which you get? For instance, it seems 
to me that over the last 2 or 3 years I have received a very large 
number of complaints in that time, for one congressional office, 
from residents who are in the export business and who feel annoyance 
and disappointment with the action of the OIT. I wonder if you 
have any sort of an approximate number or if you have any record 
of the cases of that sort that do not get to the point of an appeal, 
but simply represent unhappy or disgruntled exporters who are not 
satisfied with what you do for them? 

\Mr. Borron. We do not keep a statistical record of them. 

We have a reasonably accurate record by commodities because it 
quite often happens that a single commodity is very controversial 
for a period of time and then later on the atmosphere in regard to 
it changes. 

We have had suprisingly, too, almost as many friendly and com- 
plimentary letters as we have had antagonistic and critical letters. 

Mr. Couperr. I should hope you would, because the people who 
get their export licenses are satisfied, and those who do not are not 
satisfied. 

Mr. Samurt W. Anperson. One of the ways in which we are able 
to explain this is through industrial and advisory committees. We are 
having hearings and meetings of our Export and Import Advisory 
Committee chosen by geographical areas, the size of businesses, and 
the types of businesses, and we call those in quite frequently to our 
centers to get suggestions as to improvement of techniques, and 
businessmen as a whole have been extremely helpful in modernizing 
and improving the actual procedures by which export controil appli- 
cations are handled. 

Mr. Coupert. Thank you. 


SUMMARY OF REQUIREMENTS, OFFICE OF INTERNATIONAL TRADE 
Mr. CLevenGcER. We will include page 6 of the justifications in 


the record at this point. 
(The matter referred to is as follows:) 
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OBLIGATIONS, EMPLOYMENT, VIOLATIONS, AND LicENsES DENIED 


Mr. CtevenGcer. I want to ask now of the fiscal officer what your 
total obligations are for the present fiscal year through May 1 by each 
ac nr the number of employees on the rolls by activity as of May 

, the number of violators caught, and the number of licenses denied. 

‘Mr Nrevson. Mr. Chairman, may we furnish that information for 
the record? Ihave most of it here, but I would like to furnish it for 
the record, if I may. 

Mr. CLEVENGER. Yes. 

(The matter referred to is as follows:) 


DEPARTMENT OF COMMERCE, Export ConTROL, BUREAU OF FOREIGN AND 
Domestic COMMERCE 


Actual obligations through May 31, 1953 


Advisory | Office of Office of | Transfer 
“| Interna- 13 | to Office | Bureau of | m 
Export tional Fic - of the Customs Total 
Policy Trade er Secretary | 


$1, 058, 457 | $4, 656, 354 
4, 648 | 24, 248 

334 912 

15, 170 | 88, 420 

2, 004 4,744 

| 93, 881 

8, 576 22, 604 


29, 973 


105, 000 

39, 915 

22, 014 

203 

6, 497 | 14, 618 

100 1, 131, 187 5, 102, 991 
303 | 1, 022 


NUMBER OF VIOLATORS CAUGHT 


During the current fiscal year, there were issued 26 export denial orders involv- 
ing 62 individuals and firms for various A sop hes of our export regulations, 
including trafficking in export licenses, falsification of export orders, circumven- 

ns of quota restrictions on searce commodities, misuse of general licenses to 
le licensing requirements, false representations in license applications and 


pper’s export declarations, and other similar negligent and willful offenses. 


a 


NUMBER OF LICENSES DENIED 


During the period January 1 through June 15, 1953, 33,993 license applications 
were denied. 


BUREAU oF CUSTOMS 


CHANGE OF TEMPORARY PERSONNEL TO PERMANENT STATUS 


Mr. Ctevencer. This question is addressed to the gentleman in 
charge of customs: How many do you have on the roll presently? 


Mr. Garcue.i. We have approx mately 300 on the rolls at the 
present time. There were 303 at the end of May. 
Mr. Cievencer. That will probably be as good a date to fix as any. 
Do any of you have anything else you want to add to the record, or 
does that cover it? 
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Mr. Samuet W. Anverson. I think it does, sir. I do not think 
any of these charts are of any further particular significance other 
than we have indicated. 

We report, as you know, to Congress quarterly on our operations 
under the Export Control Act, and those reports are quite detailed. 
This one is a portion of the next one which is coming along, which has 
some of these same charts in it. 

Mr. Cievencer. Thank you. 

Mr. Nietson. Mr. Chairman, we have a Bureau of Customs repre- 
sentative here. I assume that we are going to take up that item. 

Mr. Cievencer. I imagine that he could put the story of his 
workload in. Is there anything you want to add? 

Mr. Nrextson. There is one other item that I would like to mention. 

Mr. CLevenGceErR. You might discuss the question of the permanency 
of employees. That is in that section, is it not? 

Mr. Nretson. Yes, si 

Mr. GarcuHe tu. I do aa know of anything additional to offer on 
that score, Mr. Chairman. We have been virtually directed to take 
action by the Civil Service Commission. 

Mr. CLevencerR. What do I understand by the use of that word 
“eee 

Mr. GarcHe.t. We must get from the Civil Service Commission 
permission each year before we may hire temporary employees out- 
side of civil-service regulations. They granted us that permission for 
the last 2 years with extreme reluctance. 

They said this is obviously a continuing program, even though 
it has been extended on an annual basis, and yéu should not be 
hiring people outside of civil-service regulations for this work. 

We persuaded them that it was desirable to do so up until now 
They have said at this point this is the end of it, the third year, and 
you must at this pont hire from qualified civil-service eligibles 

Mr. CLevencer. Does that necessarily mean that there is to be 
from now on a qualifying enn for those people? 

Mr. GarcHeuuL. Actually it is working this way, Mr. Chairman: 
We have had a reduction in aces in the regular customs personnel 
due to a reduced appropriation. 

We are transferring many of our permanent customs personnel, 
who otherwise would be separated from the service, into previous 
temporary jobs which are now to be made permanent, thus retaining 
qualified customs personnel who would otherwise have to be separated, 
and separating the present temporary employees from the service. 

Mr. Bow. Mr. Chairman, may I request that we have a copy of 
the Civil Service Commission directive on that? 

Mr. Gatcuetu. To the best of my knowledge there is no directive. 
This was just a matter of discussion and agreement with them. 

Mr. Bow. You have received no communications from them in 
writing? 

Mr. Gartcuety. None that I know of, sir. 

Mr. CuevenGcer. I may say to you that I do not react to directives 
of that kind myself necessarily. I am like Mr. Bow; I would like to 
see them assert that authority in writing. 
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TRANSFER OF Export ControL FunpbDs To OFFICE OF THE SECRETARY 


Mr. Nretson. There is one other item that I would like to call 
to the committee’s attention, Mr. Chairman, and that is a $90,000 
transfer from Export Control to the Office of the Secretary to provide 
for administrative services, such as accounting, audit, payroll, mail 
and messenger service, retirement records, classification of personnel, 
procurement and other general houskeeping services. 

Mr. Ctevencer. That is for the ensuing year. 

Mr. Nretson. Yes, sir, for the fiscal year 1954. 

It is a reduction from $105,000 which is contained in the appropria- 
tion language for 1953. We are requesting $90,000 for 1954. 

Mr. CLtevencer. Is this a replacement of money which was deleted? 

Mr. Nreuson. No, sir, Mr. Chairman, it is not. As you can see 
from the bill which we have here there was $105,000 in the 1953 
appropriation for servicing export control and we have reduced that 
as a result of the reduction within the program estimates that are 
being presented here to your committee. 

Mr. CLevenGcer. Does that conclude your presentation? 

Mr. SamueLt W. Anpmrson. Yes, sir, thank you. 
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SUBCOMMITTEE ON INDEPENDENT OFFICES APPROPRIATIONS 


JOHN PHILLIPS, California, Chairman 


NORRIS COTTON, New Hampshire ALBERT THOMAS, Texas 
CHARLES R. JONAS, North Caro- GEORGE W. ANDREWS, Alabama 
lina SIDNEY R. YATES, Illinois 


OTTO KRUEGER, North Dakota 
THURSDAY, JUNE 18, 1953. 


COMMISSION ON INTERGOVERNMENTAL RELATIONS 


WITNESSES 


ROWLAND HUGHES, ASSISTANT DIRECTOR OF THE BUDGET 
I. M. LABOVITZ, ASSISTANT DIVISION CHIEF 


Mr. Corron. The chairman of the subcommittee, Mr. Phillips, is 
detained this morning. He may be able to join us later. 

The subcommittee is glad to welcome here this morning Mr. Row- 
land Hughes, Assistant Director of the Pudget, and Mr. I. M. 
Labovitz, Assistant Division Chief, to talk to us about a request for 
a supplemental appropriation, to finance the Commission on Inter- 
covernmental Relations. 

At this point in the record, Mr. Reporter, we will insert the justifi- 
cations starting in the middle of page 1. 

(The statement referred to follows:) 


JUSTIFICATION OF ESTIMATES 


S. 1514 which passed the Senate May 6, 1953, provides for the establishment 
of a Commission on Intergovernmental Relations of 25 members, 5 of whom 
would be appointed by the Speaker of the House, 5 by the President of the Senate 
and 15 by the President. The bill would provide compensation of $50 per day 
for each commissioner when he is not being otherwise paid An originally iden- 
tical bill, H. R. 4406, passed the House on June 4, 1953, with amendments 

This proposed legislation, strongly recommended by the President, is for the 
purpose of studying and making recommendations on the proper role of the 
Federal Government in relation to the States and the ir political subdivisions 
The Federal Government is now aiding State and local governments substantially 
in such ficlds as welfare, highways, airports, education, health, and housing 

The work of this Commission would cover all the present activities in which 
Federal aid is extended to State and local governments, the interrelationships of 
the financing of this aid, and the sources of the financing of such governmental 
programs. ‘The Commission would be charged with determining and reporting 
whether there is justification for the Federal aid now being extended in various 
fields, whether there are other fields in which Federal aid should be extended, 
whether Federal control with respect to these activities should be limited and, if 
so, to what extent; whether Federal aid should be limited to cases of need: and 
all other matters incident to such Federal aid, including the ability of the Federal 
Government and the States to finance activities of this nature. The Commission 
would be required to file a report by March 1, 1954, and would cease to exist 6 
months thereafter. 

Until the Commission is formed and develops its program, no detailed estimates 
of its requirements can be made. Under such circumstances, the usual practice 
would be to provide an agency with an initial appropriation to organize and to 
plan its program, and then require it to request an additional appropriation to 
complete its work. In the case of the Commission, however, this does not seem 
to be feasible. Both S. 1514 and H. R. 4406 require the Commission to file a 
final report by March 1, 1954. Because of the large and complex area which the 
Commission must study, it is believed that work would have to begin immediately 
after the legislation is passed and move forward without interruption if the study 
is to be completed by March 1, 1954, approximately 8 months from now. There- 
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fore, it seems necessary that the Commission be provided initially with sufficient 
funds to complete the study and file its final report. 

This appropriation request of $500,000 represents a judgment, arrived at by the 
3ureau of the Budget on the basis of the experience of other somewhat similar 
study groups, as to the funds needed to finance the activities of the Commission. 
Although there is no detailed support for this amount, it is believed that it will 
be no more than enough to cover the minimum requirements of the Commission. 

The Commission shall study and investigate all of the present activities in 
which Federal aid is extended to State and local governments, the interrelation- 
ships of the financing of this aid, and the sources of the financing of governmental 
programs. The Commission shall determine and report whether there is justifi- 
cation for Federal sid in the various fields in whieh Federal aid is extended: 
whether there are other fields in which Federal aid should be extended; whether 
Federal control with respect to these activities should be limited and, if so, to 
what extent; whether Federal aid should be limited to cases of need; and all other 
matters incident to such Federal aid, including the ability of the Federal Govern- 
ment and the States to finance activities of this nature. 


Now, Mr. Hughes, do you have a preliminary statement you would 
like to make to the committee? 


Mr. HuGues. | think you have covered the preliminaries very well. 
OF DETAIL AS TO USE OF FUNDS REQUESTED 


Mr I notice, Mr. Hughes, that the justification does not 


. =e ‘ ] 
cover in adetali 


the number of the members of the staff that is con- 
templated, or the number of positions, or other detail as to how it is 


proposed to spend this amount of money, namely, $500,000 for which 


you are askiy 


Mr. Corron. It might be well to have appear in the record the 
occasion for the meeting of this subcommittee, which is to consider 
the request submitted by the President for an appropriation for 1954 
of $500,000 as contained in House Doc. No. 162 to finance the expenses 
of the proposed Commission, and it is contingent upon the passage 
of the act creating the Commission. 

The acting chairman of the subcommittee understands that the 
bill creating this Commission has passed both the House and the 
Senate in somewhat different form, the language of which has not 
vet been adjusted in conference, nor actually gone to the White 
House for the President’s signature. 


DUTIES OF THE COMMISSION 


In order to make the record complete I am reading from the bill, 
which was passed by the House, a statement showing the duties of 
the Commission: 

Mr. Hucues. That is right. The situation is a little bit unusual, 
because if it were not a short-life Commission, the ordinary procedure 
would be to ask at this time for enough money to cover the organi a- 
tion expenses to start the work of such a Commission, and then when 
the Commission had been established with its program to ask for the 
additional funds so that it may meet the requirements placed on it by 
law. The members of the Commission have not been appointed, nor 
the program set up. There is nothing to form the basis of a complete 
justification. Therefore, because of the fact that the Commission is 
only to function for about 8 months and must get started to complete 
its work . 

Mr. Corton. It is supposed to file its report by March 1, 1954. 
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Mr. Hucues. Yes. So in order to do that we have used our best 
judgment, using the experience ot other commissions, considering the 
object of this Commission and the ground it has to cover, and we have 
estimated the requirements at $500,000. Whatever amount of money 
is not needed would be withdrawn. We certainly would not in any- 
wise expect to use all of the funds, if they are not required. 

Mr. Corron. Will you pardon an interruption? 

Mr. Huaues. Certainly. 

Mr. Cot rON. Is the 500.000 which you request supposed to cover 
all the activities of the Commission until it files its report and term 
inates its existence? 

Mr. Hucues. It is our estimated, o1 

Mr. Corron. I have not examined the act thoroughly, but the 
Commission is directed to report March 1, 1954. 

Mr. Huaues. Yes. 

Ir. Corron. Does it expire then? 

Mr. Hugues. It expires 6 months after that date, but that finish: 
its function, and only a skeleton organization is kept in existence to 
check up on any matter that might be sent back for further study, 


or something of that sort. 


MEMBERSHIP OF THE COMMI ION 


Corton. How many members of the (Commission are there 
pe” 
r. Hueues. Twenty-five. 
r. CorTron. Including five from the senate, appointed by the 
President of the Senate? 


VI 
\ 4 
v1 


Mr. Huaues. Yes; and five to be appointed by the Speaker of the 
House. 

Mr. Corron. And 15 to be appointed by the President? 

Mr. Huaues. Yes. 


COMPARISON WITH COST OF HOOVER COMMISSION 


Mr. Corron. How does that compare in size, if you recall, Mr. 
Hughes, with the Hoover Commission, when it was created? 

Mr. Hugues. Well, actually, the Hoover Commission had only a 
membership of 12, but they had a tremendous staff and a tremendous 
number of personnel. 

Mr. Corron. The Hoover Commission was made up of 12 members? 

Mr. Hucues. Twelve members; there were four from the House, 
four from the Senate, and four appointed by the President 

Mr. Corron. Do you recall offhand how large an appropriation 
was made for the Hoover Commission? 

Mr. Huaues. I do not have the exact figures, but they spent 
$1,938,000. 

Mr. Corron. They spent $1,938,600. 

Mr. Huaues. Yes. 

Mr. Corton. In what time; 2 years? 

Mr. HuGues. Yes, 2 years. 

Mr. Corton. If it is not too much trouble, will you send up, for 
printing at this point in the record, the approximate size of their 
staff? 
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Mr. Huaues. We will get some figures on that for you. 

(The information requested follows: ) 

The Commission on Organization of the Executive Branch employed a relatively 
small central office staff. At its maximum this staff numbered 52 employees, and 
salaries paid such staff totaled $370,030. In addition, the Commission expended 
$1,352,070 for per diem compensation of et on a contractual or “when 
actually employed”’ basis, who made subst: antia lly all of the project studies and 
performed the staff work for the numerous task forces serving the Commission. 


The number of persons employed on a sontenstuel or ‘‘when actually employed’”’ 
basis is not shown in available records. 


BASIS FOR MAKING ESTIMATE 


Mr. Corron. In making your estimate you must have had ia 
mind some appropriation figures, and some thought about the size 
of the staff that you thought the commission will require. 

Mr. Huaenes. Our idea was that it would require a staff of about 30: 
20 technical people and 10 helpers. That may or may not prove to 
be sufficient; and then we have allowed for an additional personnel 
of four, average, for some consultants, technicians in various capacities. 

Mr. Corrox. When 1 you say a staff of 30; does that take in all 
employees, does that include stenographers and clerks 

Mr. Hugues. Yes; that is in the 10. 

Mr Corron. Ten? 

Mr. HuGHEs. Yes 

Mr. Corron. It is your expectation that a staff of 30 with an 
”~ rage of 4 consultants will cover the whole personnel requirement? 

Mr. HuGuus. That is the basis of it. Of course, we will have 
from time to time periods < ‘n these people will be working with 

various State commissions, and various CFE ations in the country, 
who are taking a great deal of interest in this setup, and it may wall 
be that they will contribute materially, when this commission Is 
established and begins functioning, with the number of people who 
are expected to be called upon to work with their organizations 
for instance, New York State has passed a bill recently setting up 
some $575,000 with a committee comparable to this, and I under- 
stand other States will set up similar organizations. 


TRAVEL EXPENSE 


Mr. Corron. That brings up the next question I had in mind: 
Is it your understanding, or was it your understanding when you made 
the estimate that this commission would confine iis activities to Wash- 
ington, or did you have the idea that the members or the employees 
will be traveling about over the country, visiting various States? 

Mr. Hucues. We have estimated that there will be a considerable 
amount of travel involved. 

Mr. Corron. How much travel? 

Mr. Hucues. That is purely a sort of a guess. 

Mr. Corron. How much have you included in the estimate for 
that purpose? 

Mr. Hucues. About $25,000. That, of course, would include the 
expenses of trips with the siaff and with the members of the com- 
mission to different parts of the country. 
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Mr. Corron. Of course, the estimate that is now before us is being 
presented before anyone knows who will be appointed on this 
commission. 

Mr. Huaues. Yes. 

Mr. Corron. Assuming that the members of this commission are 
appointed from various and different pomts in the country, is the 
travel estimate taking into consideration the travel expenses for the 
members of the commission who come to Washington? 

Mr. Huaues. Yes; 25 days; 25 members, averaging $25 a day for 
25 days. 

Mr. Corron. You are talking about what, now? 

Mr. Huauess. The necessary expenses to come to Washington. 

Mr. Corron. You are going on the basis of 25 members, each of 
them giving 25 davs, at $25 each? 

Mr. Huaues. Yes; that is the average; some of them will come from 
a short distance, and some of them necessarily will be from points 
farther away. 

Mr. Corron. And in this figure of $25,000 for travel you have in- 
cluded the estimate of the number of members of the Commission 
and the staff employees who will be traveling around the country? 

Mr. Hueues. There will be a certain amount involved in that 
We do not have a very good basis for an estimate on that amount, 
but we have felt that the estimate should not be too hich : that we 
should keep it within a reasonable total. 

Mr. Corron. That accounts for $25,000 out of the $500,000 
Would you give us an idea of what is contemplated to be expended for 
other purposes? 

OTHER OBLIGATIONS 


Mr. Huaues. The biggest item is for contractual services, $170,000 

Then rents and utilities, $20,000; equipment, $15,000; supplies, 
$10,000; communications, $5,000; printing and stationery, about 
$15,000. 

Mr. Corron. You have the list before you, but we do not have it 
before us. Would you now start off with each of the items, first 
taking up contractual services, and give us an explanation on it? 

Mr. Hugues. Contractual services? 

Mr. Corron. Yes; if you will take up contractual services first, 
and give us just a few sentences on it, and then outline to the com- 
mittee the amount that you have estimated for each of the other items, 
and justify them as to how you expect the funds to be expended. 

Mr. Huaues. That is pretty much of a figure plucked out of the 
air, based on other experience. We have not had very much to go on. 

Mr. Corron. I am asking first about contractual services; will 
you tell us just what that covers? 

Mr. Hugues. That will cover expenses for making studies, and 
so forth; that is, where somebody is to do a particular job on some 
special phase of this situation. 

Mr. Corron. You mean you contemplate that the Commission is 
going to farm out some of this work to colleges and universities? 

Mr. Hugues. Possibly. 

Mr. Corron. And to other people. 

Mr. Hugues. Yes. 

Mr. Corron. On research projects. 


85121—53—>pt. 1——32 
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Mr. Huacues. That is correct. Otherwise they would have to have 
a much bigger staff, and it would not be any cheaper. 












BASIS FOR MAKING ESTIMATE 








Mr. Corron. These estimates, Mr. Hughes, are simply the best 
estimate that the Bureau of the Budget can give from its own mental 
picture of what this Commission will be called upon to do, and what 
its activities will be. 

Mr. Hucues. Yes. 

Mr. Corron. Are these your estimates or the result of somebody 
else actually outlining to you the proposed activities of this Com- 
mission? 

Mr. Hucues. It is a combination of both. In other words, the 
purposes of the Commission as outlined in the act, and as brought 
out and mentioned in the justifications are on the basis of the plans 
set up by the President for the staff of this particular Commission. 

Now, as to the figures themselves; we have had to pretty much 

pluck them out of the air; we have had to make them on our best 
estimate of what might be required, and it could not be done otherwise, 
under the particular circumstances, where we do not have an op- 
portunity to wait until they have the program of the Commission set 
ip and the personnel established. We would have ordinarily done it 
on that basis, but under this particular situation we could not follow 
that procedure, unless we were to hamper the plans of the Congress 
to get the Commission started right away. 

Mr. Corron. Of course, you read the bill, and analyzed what the 
proposed program is, and what the law provides for getting the 
Commission work started. 

Mr. Huaues. Yes. 

Mr. Corron. And somebody representing the staff of the White 
House gave you some general picture of the feeling of the President 
and the Congress with respect to the general thought behind the 
Commission’s work. 

Mr. Hvueues. It could only be a general thought until the Commis- 
sion is appointed. 

Mr. Corron. But somebody gave you the purpose of the 
Commission. 

Mr. Hucues. Broadly what is in the bill, and what is proposed to 
be done. 

Mr. Corron. And you acted on that background, visualizing as 
best you could, what the Commission would possibly decide to set 
up for a budget, because of the fact that the Commission must get 
started immediately on this work. 

Mr. Hucues. Yes. 





























OTHER OBLIGATIONS 









Mr. Corron. You have already covered contractual services, and 
you indicated that the amount set up was based more or less on a 
guess as to what they would need for a research program that might 
be farmed out to universities and people in other organizations. 

Mr. Hucues. With one interjection, that it would be farmed out 
because it would possibly not cost as much as it would if they re- 
quired a staff to do the same job. 
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Mr. Corron. That is in the line of research and study. 
Mr. Huaues. Yes. 


RENTS AND UTILITIES 


Mr. Corron. Now, tell us something about the amount required 
for rents and utilities; what is that to cover? 

Mr. Huacues. Of course, as I explained, there will be an item of 
travel of $25,000 

Mr. Corton. Yes; I am asking first about rents and utilities. 

Mr. Huacues. Rents and utilities, about $20,000. 

Mr. Corron. What does that cover? 

Mr. Hucues. That is mostly here in Washington. 

Mr. Corron. That is to cover office space? 

Mr. Huaues. Yes; space and electricity and things in that cate- 
gory. The Commission will make an eflort to try to get any free 
space that is available, but the GSA says there is no such thing at 
present. 

Mr. Krurcer. How much is for that? 

Mr. Huaues. $20,000. 

EQUIPMENT 


Mr. Corton. The next item is for equipment. How much is that? 
Mr. Huaues. $15,000. 

Mr. Corron. That is for furniture and office equipment? 

Mr. HuaGues. And such other things as they may need. 

Mr. Corron. That would not include automobiles? 

Mr. Huaues. No. 

Mr. Corron. Typewriters and office machine equipment. 

Mr. Huaues. Yes; equipment and furniture for the office. 


SUPPLIES 


Corron. Supplies, you indicated at $10,000. 
*. Hucues. Yes. 
*, Corron. That covers roughly what? 
*, Hucues. Stationery supplies. 


PRINTING AND REPRODUCTION 


Mr. Corton. Printing, $15,000. 
Mr. Huaues. Printing and binding. 
Mr. Corton. That would be for their report? 
Mr. Huaues. That would cover the printing of the report, and 
any other printing. 
COMMUNICATION SERVICES 


Mr. Corron. And you said communications; how much? 

Mr. Huaues. $5,000. 

Mr. Corron. What does that cover? 

Mr. Hucues. There will be a certain amount of that for telegrams, 
a certain amount for circulars, and that type of thing. 

Mr. Corron. Would that include toll charges on the telephone, or 
would that come under rent? 

Mr. Hucues. I think that is in this item. 
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Mr. Corron. What other specific items do you have? 
Mr. Huaues. That is all we have. 
Mr. Corron. What is the total? 


PERSONAL SERVICES 


Mr. Huacues. $500,000—oh, yes, personal services. 

Mr. Corron. How much for personal services? 

Mr. Huaues. $240,000. 

Mr. Corron. For personal services you have estimated $240,000? 

Mr. Hucues. That is on the basis of 30 full-time employees, and 
4 consultants, average. 

Mr. Corron. What is contemplated for consultants? 

Mr. Huacues. Four man-vears for consultants at about $15,000; 
the full-time professional staff would be on a basis of about $9,000 
each. 

Mr. Corron. First, and | am asking about consultants. You figure 
that at about $15,000? 

Mr. Huaues. | think about that average, yes. 

Mr. Corron. The idea is that vou would have the services of various 
consultants, but that represents the average? 

Mr. Huaues. That would be the average, an average of four. 

Mr. Corron. And the $15,000 covers the 4 man-years? 

Mr. Huaues. No; that is per man. 

Mr. Corron. That is $60,000?. 

Mr. Huaues. Yes. 

Mr. Kruercer. Is that included in the $240,000? 

Mr. Huaues. That is correct; that is in the $240,000. 

Mr. Corton. The $60,000 is a rough estimate for the consultants? 

Mr. Huaues. Yes. 

Mr. Corron. What about the compensation of the members of the 
Commission; how much is that? 

Mr. Hucues. That would be about $13,000 or $14,000. 

Mr. Corron. Each? 

Mr. Huaues. For the total. 

Mr. Corron. That is for the total? 

Mr. Hucues. Yes; $50 per day. 

Mr. Corton. Fifty dollars per day while they are working? 

Mr. Hucues. Yes; for some of them. ‘Those that are in Govern- 
ment would not get anything 

Mr. Corton. In other words, if you employ some civil service em- 
ployee, or someone else in the executive department, they would not 
get any additional pay? 

Mr. Hucues. No; or it migbt be a governor. 

Mr. Corron. Of course, the governor is not in the Federal service. 

Mr. Huaues. No; but he would be included under this act as with- 
out pay. 

Mr. Corron. And your estimate is about $14,000 for the per diem 
compensation for all of the members of the Commission. 

Mr. Huaues. Yes. 

Mr. Corron. For the whole period until they finish? 

Mr. Huaues. Yes. 

Mr. Corron. With respect to personal services: What grade of 
service is contemplated? 
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Mr. HuGues. For about the 20, on the average, I would say about 
$9,000, or something of that sort; they would have to be the technical 
people. 

Mr. Corron. And in the other 10 the average would be about what? 

Mr. Huaues. Stenographers, and clerks of that sort, $3,500. 

Mr. Corron. We have covered the total of $240,000? 

Mr. oe Yes. 

Mr. Jonas. Does that include the Director’s salary? 

Mr. Hv GHES. Director, $15,000. 

Mr. Corron. That is included in the staff? 

Mr. Hueues. That is in the full-time staff; ves. 

Mr. Corron. And when you refer to the 20, that includes the 
Director? 

Mr. Huaues. Yes. 

Mr. Corron. Knowing the way commissions work, do you have 
any idea they will finish their work and file their report within the 
time indicated? 

Mr. Huaues. I am pessimistic on that subject. I fear that there 
may well be a request for further funds if they do not finish their work. 

Mr. Tuomas. I am sure that our distinguished visitor knows that 
the most permanent thing on earth is a temporary Government 
agency. 

Mr. Huaues. That is right. May I add just one more thing to 
this? 

Mr. Corron. Certainly. 


INTEREST ON PART OF THE STATES 


Mr. Huaues. I wanted to point out the very great interest in this 
activity on the part of the States as well. 

Mr. Corron. How many States have shown an interest by creating 
some commission and appropriating some money? 

Mr. Huaues. The only definite action I have heard of is New York, 
but we are informed that there are several other States working on it. 


STUDY OF TAX SOURCES 


Mr. Corron. We have already mentioned the Hoover Commission 
and ask for some comparative figures. There is another Commission, 
which is the Commission the President appoiuted to study the tax 
field, with the idea of exploring the possibility of the Federal Govern- 
ment relinquishing some of the sources of taxes to the States and var- 
ious subdivisions. 

Mr. Hucues. I do not think that is a different Commission; that 
was in the original language of this bill, as I recall. 

Mr. Corron. This is the Commission that the President was talk- 
ing about? 

Mr. Hucues. Yes; a part of that particular thing was stricken out, 
but they still may inc ‘lude such a study of tax sources within the broad 
scope of the language. 

Mr. Corron. T hey dropped out that specific provision in the bill? 

Mr. Hucues. Yes, insofar as it referred to intergovernmental tax 
immunities. The “sources of financi ing of governme ntal programs” is 
listed as a field to be studied. 
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Mr. Corton. That is, it was in this commission’s province. 
Mr. Hucues. That is right. 


EXPENDITURE AT $500,000 RATE EXCESSIVE 


Mr. Corron. Mr. Hughes, if we are to assume, being pessimistic, 
that this Commission will need more time and will continue in existence 
longer than the limit set in the act, the rate of $500,000 would be a 
little high to continue it; would it not? 

Mr. Hueues. That will depend upon how long it is to continue. 

Mr. Corron. I mean, you have given us an estimate with the idea 
that this amount will cover the work and pay for printing and pub- 
lishing the report. 

Mr. Huauegs. Yes. 

Mr. Corron. And liquidate the Commission, wind up its work? 

Mr. Huaues. That is not the biggest thing. The main part is in 
the pay of the staff and the outside contractual services work. The 
biggest part of it—that is some $410,000, I believe. 







HOOVER COMMISSION 


Mr. Jonas. Mention was made of the Hoover Commission; the 
Hoover Commission went out of existence; did it not? 

Mr. Huaues. As an organization. 

Mr. Corron. The Hoover Commission—and correct me if I am in 
error—ceased to be a Government agency, but continued as a separate 
committee. 

Mr. Huaues. Yes. It was not the Commission that continued; it 
was purely a private committee to carry out the purpose of the Hoover 
Commission, but not a commission. 

Mr. Corron. How long did the Hoover Commission function? 

Mr. Hueues. About 2 years. It started out with $750,000 and 
wound up with some $1,900,000. 





PURPOSE AND FUNCTIONS OF 





COMMISSION 


Mr. Krurcer. Mr. Chairman, I am reading here the statement 
giving the purposes of the Commission, which states: 

The Commission shall determine and report whether there is justification for 
Federal aid in the various fields in which Federal aid is extended; whether Federal 
control with respect to these activities should be limited, and if so, to what extent. 

I was of the opinion there was to be a drawback from Federal aid 
and Federal control. I am not sure I am for any extensions indicated. 

Mr. Huaues. This Commission might very well say something 
quite different, in fact, we look upon it as offering an opportunity for 
making a report providing information which may serve as clearly 
justifying the Government moving out from some of these fields. 

Mr. Corton. If it serves that purpose, the money would be well 
spent. 

Mr. Hueues. Very much so. 

Mr. Corron. If it does not serve that purpose, it would be a bad 
gamble. 

Mr. Hugues. Yes. 
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Mr. Jonas. The purpose is for the Commission to study the whole 
matter. 

Mr. Huaues. Yes. 

Mr. Kruecer. And report to the Congress. 

Mr. HuGues. Yes; that is certainly one of the purposes, and it is 
certainly not designed to find new ways of spending money. 

Mr. Kruecer. That is what I am referring to. 

Mr. Hughes, this boils itself down to the fact that it is impossible, 
at this stage, to do more than just give us a good estimate of what 
might be required. 

Mr. Huenes. As a man with some accounting experience, I would 
hate to be charged on the record with assuring you that this estimate 
is going to turn out right. 

Mr. Corron. Thank you, gentlemen; we appreciate your coming 
up here and talking so frankly to us about it. 

Mr. HuaGues. | am sorry we cannot provide a more detailed 
report, but under the circumstances it is not possible. 

Mr. Corton. If the Commission should do the job that it is designed 
to do, it would be worth more than the amount here indicated. 

Mr. Huaues. Thank you. 


THURSDAY, JUNE 18, 1953. 


COMMITTEE ON RETIREMENT POLICY FOR FEDERAL 
PERSONNEL 


WITNESSES 


ELIOT KAPLAN, CHAIRMAN, COMMITTEE ON RETIREMENT POLICY 

FOR FEDERAL PERSONNEL 
Cc. VICTOR JOHNSON, EXECUTIVE DIRECTOR 

Mr. Corron. We welcome here this morning Mr. Eliot Kaplan, 
Chairman of the Committee on Retirement Policy for Federal Person- 
nel, and Mr. C. Victor Johnson, Executive Director. 

It is my understanding that you are here to tell us about the request 
for $410,000 for 1954 as contained in House Document No. 162 to 
continue the work of the Committee on Retirement Policy for Federal 
Personnel. 

Mr. Kapian. Yes. 

Mr. Corron. At this point, Mr. Reporter, may we insert in the 
record the first two pages of the justification, containing the general 
statement. 

(The statement referred to follows:) 


JUSTIFICATION OF ESTIMATE 
COMMITTEE ON RETIREMENT POLICY FOR FEDERAL PERSONNEL 


This appropriation request covers funds to complete the study of retirement 
and related benefits by the Committee on Retirement Policy for Federal Per- 
sonnel. Public Law 555 of the 82d Congress was approved on July 16, 1952 
It originated in the Senate and was further developed as the result of hearings 
held before the House of Representatives Post Office and Civil Service Committee 
which started on May 29, 1952 and terminated on June 26, 1952. 

Public Law 555 covers two major areas of Federal retirement, the first being 
that of a cost-of-living adjustment made to annuitants then on the civil-service 
roll. This cost-of-living adjustment will terminate on or before June 30, 1955. 
The second section of Public Law 555 created the Committee on Retirement 
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Policy for Federal Personnel, composed of a Chairman appointed by the President 
the Secretary of Defense, the Secretary of the Treasury, the Director of the 
Bureau of the Budget, the Chairman of the Board of Governors of the Federal 
veserve System, and » Chairman of the Civil Service Commission. This 

juires that the Committee on Re aan Policy “‘shall make a comparative 

of all retirerent systems for all Federal personnel and report to the Con- 

ot later than December 31, 1953.”’ Its report, including findings and recom- 
rendations, is to cover four main problem areas which are specified in the law 
Ihe four points are all closely interrelated and are as follows: 

1) the types and amounts of retirement and other related benefits pro- 
vided to Federal personnel, including their role in the compensation system 
as a whole 

2) the necessity for special benefit provisions for selected employee groups, 

icluding overseas personnel and employees in hazardous occupations; 

3) the relationships of these retirement systems to one another, to the 
Federal enployees’ compensation system, and to such general systems as 
old-age and survivors insurance; and 

+) the current financial status of the several systems, the most desirable 
methods of cost determination and funding, the division of costs between 
the Government and the members of the systems, and the policies that 
should be followed in meeting the Government’s portion of the cost of the 
various systems 

The Congress provided for this fundamental study as the result of a public 
debate which arose in connection with legislative proposals to pay for benefit 
increases to previously retired annuitants out of reserves held in the Civil Service 
Retirenent and Disability Trust Fund. In the testimony presented at the 
hearings on Public Law 555 it was indicated that the recommendations of the 
Committee on Retirement Policy for Federal Personnel should be based in large 
measure on a thorough actuarial investigation of the nature and cost, as well as of 
the financing, of benefits under all of the retirement and related benefit systems 
for Federal personnel. The factual information secured in this manner will 
provide a sound basis for reconsideration and appraisal of existing policies. 


Mr. Corton. We will also insert the two green sheets, giving the 
information concerning salaries and expenses 
(The statements referred to follow:) 


SALARIES AND EXPENSES, COMMITTEE ON RETIREMENT POLicy FOR FEDERAL 
PERSONNEL 


Amounts available for obligation 


| 


Estimate, Estimate, 


| 
Actual, 1952 1953 1954 


Appropriation or estimate - | $410, 000 
Transfer from ‘‘Emergency fund for the President, national 
defense, 1951-53”"’ $50, 000 


Obligations incurred 50, 000 | 410, 000 


SALARIES AND EXPENSES, COMMITTEE ON RETIREMENT Po.nicy FOR FEDERAL 
PERSONNEL 


Obligation by activities 


Estimate, Estimate, 


, ‘ 52 
Actual, 1952 1953 1954 


1. The study of all Federal retirement systems, authorized by 
Public Law 555 (66 Stat. 723 ‘ “ $50, 000 | $410, 000 
| 
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SALARIES AND EXPENSES, COMMITTEE ON RBTIREMENT PoLicy FoR FEDERAI 
PERSONNEI 


Obligations by object 








A } te, Fs ‘ 
2 454 
lotal number of permanent p ti 2 Qs 
Full-time equivalent of all other 1 
A verage number of all empl] 7 
Average salaries and grades 
General schedule grade 
A vera ge y $5, 500 $ 4 
A verage grad S 
Personal vice ot 
Pern ( 40, OOK 6. 20K 
| time 000 000 
Payments to other ager rreimb ble detai 000 00 
tal p I bligati 44, (WM 1Q% 
02 Travel On RK 
4 { 
Rent nd utility ser * RIM 21, 700 
m Printing and reproducti 200 8, SOL 
( oO r col etu r 
Serv perfor } 
| 1 Service Con - o 
ID rtment I € i) 
Or r 
8 Supplies and material 
equi 41K ’ 
laxe ] 00 
Potal obl 4 


Mr. Corron. Do you have anything else you wish to say to us at 
the outset, beside what is contained in the general statement attached 
to the justifications? 

Mr. Kapuan. I think I can save the committee’s time by reading a 
very brief statement, which I have prepared, which | think will out 
line the subject. 

Mr. Corron. We will be very glad to hear from you. 


GENERAL STATEMENT 


Mr. Kapian. The committee’s budget has been prepared with a 
keen consciousness of the need of economizing in every possible way 
so that the work of the committee may be concluded expeditiously 
with a minimum of expenditure. That the latter statement is not 
merely rhetorical, I might point to the careful husbanding of the funds 
of the committee since its creation. Shortly after its organization 
on December 29, 1952, the President made available $50,000 to enable 
the Committee to carry on its activities to April 15, 1953. Due 
partly to unavoidable delay in organizing the Committee, but more 
primarily to careful husbanding of the Committee’s resources, we will 
be able to make our original funds carry us to June 30, 1953. 

This made it unnecessary for us to have to come to the Congress 
and present a request for additional funds. 

Mr. Corron. May | interrupt your statement? 

Mr. Kapuan. Certainly. 

Mr. Corron. Am I to understand that all of the money that is 
being asked now is to be used subsequent to July 1? 
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Mr. Kaptan. That is correct. 
Public Law 555 of 1952, which brought the Committee on Retire- 
ment Policy for Federal Personnel into existence, placed a great 
responsibility on the committee. The extent of the comprehensive 
study which would be necessary for the committee to furnish the Con- 
gress with essential data was apparently not fully appreciated by all 
interested parties until the detailed work projects designed to secure 
the necessary facts were presented to the committee. It was, there, 
fore, not until the committee formulated its preliminary program 
of activities that the full implications of Public Law 555 was realized. 
Aware that it could not gather and study all the necessary informa- 
tion before December 31, 1953. the committee requested the Congress 
to extend the time for its report to June 30, 1954, to assure that the 
commiitee’s recommendations as to policies and methods of financing 
could be based on sound ground, and also to make available to the 
Congress comprehensive data which it could use in guiding its future 
policies with respect to retirement legislation. 

In urging the Congress to amend Public Law 555 to extend the 
date of the committee’s report, the committee made it clear that 
it has every intention to expedite its activities so that a report to 
the Congress could be made at the earliest possible date. The 
committee contemplates also that a preliminary report might be made 
on or before December 31, 1953 

The committee submitted a proposed budget to the Budget Direc- 
tor to carry on its work to June 30, 1954, on the assumption that 
the period covered would be no greater than the period of time origi- 
nally contemplated by the Congress, namely, about 18 months. 
(Public Law 555 was adopted on July 26, 1952, with the committee 
to report December 31, 1953). Our committee does not wish to 
appear to overstate the complexities of the committee’s assignment 
as contemplated by the Congress, but it is only fair to point out that 
no comprehensive survey of the present Federal retirement plans has 


been made since the adoption of the civil-service retirement system 


in 1920. 


rhe financial needs of our committee are outlined in the formal 


statement which is presented concurrently to your committee. With 
the more complete and detailed statement before you there is no 
need of laboring the pomts justifying our appropriation. I should 


like, however, to add that the committee at first thought funds far 
in excess of our present request would be required to do this job, 


but by a examination of the issues involved, the present amount 


was approved, and we believe it is a minimum to enable us to do a 
normal Hs good job. We have indeed been fortunate in securing 
excellent staff members who are responsible for completing the pro- 
posed projects. Incidentally, they ities all been taken from the 
civil-service list \t the present time we have 11 professional em- 


plovees on a full-time basis and 1 consulting actuary on a part-time 
basis. ‘These employ ees were selected for their specialized knowledge 
applicable to assigned projects, and they are de veloping their assign- 
ments expeditiously. Through the facts they develop and the advice 
of the Council of Government Actuaries, without expense to us, 
informally appointed by our committee, and an advisory board 
composed of representatives of industry and labor who have shown 
special interest in retirement problems, we hope that our committee 


may be able to present a valuable factual document containing 
sound recommendations as to policies and future financing methods 
which may be of enlightenment and assistance to the Congress and 
the executive branch of the Government. 

If our work should result in the maintenance of a proper perspective 
as to retirement policies and sound means of financing our Federal 
pension systems, with a view to equitable treatment of both benefi- 
ciaries of the various retirement plans and the taxpayers who ulti- 
mately have to contribute toward the costs involved, we shall deem 
our Committee’s work to have been worth the investment. 

Mr. Corron. Thank you. Now let me ask you 1 or 2 general 
questions. 


NUMBER AND DUTIES OF MEMBERS OF COMMITTEE 


How many members has your committee? 

Mr. Kaptan. The Committee is made up, outside of the chairman 
designated by the President, of the Secretary of the Treasury, the 
Secretary of ‘Defense, the Budget Director, and the Chairman of the 
Civil Service Commission, as well as the Chairman of the Board of 
Governors of the Federal Reserve Bank. 

Mr. Corron. Your official title is what? 

Mr. Kapitan. Chairman of the Committee. 

Mr. Corron, Do you personally handle this work, or do you have 
an executive director or someone who handles it for you? 

Mr. Kapitan. We have an executive director, and I am personally 
in charge and have been giving considerable time to it. 1 am not 
just a nominal chairman. I am not full time; I am part time, but 
I give on the average of what you might call almost a 30-hour day 
to this work whenever I come down here. For example, to illustrate 
what I mean, | am State pension commissioner of New York State 
and am doing some work for the Public Service Commission of New 
York State, studying all of the public utility pension plans in that 
State for rate-making purposes. Most of the time | will be coming 
down from Albany; so I will leave Albany about 6 o’clock in the 
evening, catch a midnight train to Washington, and then get back to 
Albany at midnight the next night. That is my day. 

Mr. Corron. The members of the Committee themselves receive 
only expenses, or do they receive a per diem? 

Mr. Kapian. They are all given official expenses. They are 
Cabinet members or heads of Departments. I am the only one who 
gets any compensation, by direction of the President. 

Mr. Corron. You are not connected with the Government? 

Mr. Kapitan. I am not connected with the Government. 

Mr. Corron. What is your compensation? 

Mr. Kapian. I get $50 a day, when, as, and if. 

Mr. Corron. And travel? 

Mr. Kapian. And traveling expense. 


DISTRIBUTION OF APPROPRIATION REQUEST 
Mr. Corron. At this point we will insert in the record page 10 of 


the justifications. 
(The matter above referred to follows:) 
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An appropriation for the fiscal year 1954 of $410,000 is requested to carry out 
the work program outlined above. The Committee on Retirement Policy 
received no direct appropriation for the fiscal year 1953 but was financed with 
$50,000 transferred from the “Emergency fund for the President, national defense, 
1951-—53.”’ It is important to note that this is a one-time, intensive and complete 
study. The total cost of the 11 work projects approved by the Committee on 
Retirement Policy is estimated as follows: 

Committee staff .- $202,233 
Professional consultants- 30, 000 
Other agency services : 10, 000 
Contractual actuarial expenses 
Civil service system A $78, 000 
Department of Defense system 75, 000 
Other systems and programs 15, 000 
, 000 
Total 
Overhead expenses £9, 800 


Total 033 
Less transfer from ‘“‘Emergency fund for the President”’ 000 
Total 410, 033 
Rounding 33 
Amount requested for fiscal year 1954 , 000 


Provides for 31 positions during fiscal year 1954 
OBLIGATIONS DURING FISCAL YEAR 1953 


Mr. Corron. On your green sheets it is indicated for 1953 your 
total number of positions is 21, and the average number of employees 
is 7. 

Mr. Kaptan. That is right. I would like to explain that. 

Mr. Corron. Will you do so? 

Mr. Kapian. I am, unfortunately, one of those persons who have 
been obliged to live on a very limited budget. I have been executive 
director of the National Civil Service League for many years, whose 
funds were very limited and we had to learn how to cut our cloth 
according to the pattern. When we realized we only had $50,000 to 
live with and we did not want to go back to the president and ask for 
any more money, we decided we were not going to staff our organiza- 
tion until the day when we just had to have it. For that reason, we 
took no one on until they were actually needed. That is why our 
employees are only seven. 

Mr. Corron. I think you are to be commended for that. I just 
wanted the record to show the actual fact, which is very much to your 
credit. 

Actually, how many people do you have on your staff as of today? 

Mr. Kapitan. Twenty-one. 

Mr. Corron. But you have recruited the most of them very 
recently? 

Mr. a APLAN. Very recently—picking them up on a curve. 

Mr. Corron. And you estimated it so that the period of time they 
would * employed prior to June 30 would be within your $50 ,000? 

Mr. Kapian. Exactly. 
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EXTENSION OF DUTIES OF COMMITTEE TO JUNE 380, 1954 


Mr. Corron. Congress by Public Law 54 of the 83d Congress has 
extended the life of your committee from December 31, 1953, to 
June 30, 1954. 

Mr. Kapian. Because we did not actually get started until February 
1953, they extended it to June 30, 1954. 

Mr. Corron. They extended the life of your committee from 
December 31, 1953, to June 30, 1954? 

Mr. Kapian. That is correct. 

Mr. Corron. Therefore, your request to this committee is actually 
a budget for the full fiscal year? 

Mr. Kapuan. Yes. 


PROPOSED EMPLOYMENT IN FISCAL YEAR 1954 


Mr. Corron. And you contemplate total permanent positions of 
28 during that year? 

Mr. Kapian. Yes; but not all for the full time. 

Mr. Corron. What is the average number? 

Mr. Kapitan. The average number is 25 over that period—25.5 
to be exact. 

Mr. Corton. It states here on the green sheets that the average 
number of all employees is 29. 

Mr. Kapitan. Well, there are some positions that we call lapsed 
positions by reason of the fact that not all of them will be perman- 
ently employed over the full time—the whole year. 

Mr. Jounson. The lapse of time is shown on the last page of the 
green sheets to be 2.5 positions. 

Mr. Kapuan. In other words, we are not going to take on any 
person from now on until we actually need him and, when we do 
not need him, we are going to let him go. 


; 


CLASSIFICATION OF PERSONNEL TO BE EMPLOYED 


Mr. Corron. Briefly, tell the committee how your average of 25 is 
divided up into categories and what they will do. 

Mr. Kapian. We will have such positions as the Director, the Chief 
of the Analysis Division, 5 research assistants, a special research 
assistant for studying the relationships with some of the other pension 
systems like the OASI and so forth, a staff assistant who will be asked 
to make a study of the existing pension systems, their comparative 
benefits, and so forth, with 4 other staff assistants with lower pay 
under her; then we will have a Chief of the Statistics Division who 
handles the statistical data for our committee and has a very small 
staff under him, and an actuary who is an adviser to our committee 
and our committee staff, 

As you gentlemen know, actuaries command pretty high pay in 
private industry, but fortunately we have been able to borrow one 
of the Government actuaries for our own purposes and are paying 
him very modest compensation, 

We have about 17 of what you might call professional and semi- 
professional people. ‘The rest are clerical staff. 

Mr. Corron. Stenographers and so forth? 
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Mr. Kapitan. Yes, sir. You will notice how small the clerical 
staff is. We keep that down to the minimum. 

Mr. Corron. Your highest salary will be grade 16? 

Mr. Kapitan. Yes. That is the Executive Director, Mr. Johnson 
himself, who gets $12,000 a year. Frankly, we borrowed him from 
one of the larger companies. 

Mr. Corron. Your average salary will be $5,940? 

Mr. Kaptan. That is correct. As a matter of fact, I might say we 
had to persuade several members of the professional staff to take a 
little less salary than they were getting from any one of the other 
agencies as a means of helping our committee. 

Mr. Corron. I understand. Now, your part-time, temporary 
positions—are those outside experts you call in for consultation, or 
are they your own employees working on some compilation of these 
statistics? 

Mr. Kapxian. That includes myself as chairman, a consultant 
actuary who is called in sparingly, and one other vacancy we have not 
yel filled because the time is not ripe for him to be employed. There 
is no sense in paying anybody just to be available when we do not need 
him. But we will need him in time. 

Mr. Corron. That item estimated at $35,000 is for the part-time 
employees you have just mentioned? 

Mr. Kaptan. No. That is only a small part of it. Included in 
that is about $15,000 for outside consultants whom we may need 
before we are through in connection with the funding and financing 
of all the systems 

Mr. Corron. The $35,000 is for part-time employees on the staff, 
including vourself, and $15,000 for consulting experts vou call in 
from time to time for advice and assistance? 

Mr. Kapian. That is correct. 

Mr. Corron. Let me ask do you do any farming out of these 
research projects to colleges and universities? 

Mr. Kaptan. We have not done that yet and do not contemplate 
doing it 

Mr. Corron. Now, as to the item of $7,000 for payment to other 
agencies for reimbursable details, will you tell us what that is? 

Mr. Kartan. That is for the housekeeping work of the committee 
Rather than establishing in our own unit an administrative division 
to do the housekeeping and clerical work, personnel activities, budget- 
ing, and everything else, which would be considerably more costly, we 
have made arrangements whereby the Civil Service Commission staff 
would do that work for us, and we reimburse the Civil Service 
Commission. 

Mr. Corron. And all this money goes to that one Commission? 

Mr. Kaptan. That is right. 


TRAVEL EXPENSES OF CHAIRMAN 


Mr. Corron. Then you have $8,000 for travel. Tell me about that. 

Mr. Kaptan. That item of travel is for the Chairman to occasion- 
ally address some of the employee organizations who are not able to 
send representatives here to Washington. That is part of the public- 
education program as to what the Congress has designed to be done 
here plus the expenses of my coming down to Washington and also 
any expenses that may be involved for the members of the staff or 
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the members of the Advisory Committee, which has been asked 
serve without pay, as a means of guiding our Committee on some 
policies that may be recommended to the Congress. 

Mr. Corton. Let me see if I understand that. Do you mean that 
as a matter of practice you are going out to visit these organizations 
or unions or whatever you call them—organizations of Federal em- 
ployees—and make speeches describing what you are doing, the 
purpose behind it, and so forth? 

Mr. Kapian. Only if it is essential. So far I have not done it, 
and I do not intend to do it except where 1t becomes utterly imperative 

Mr. Corvron. Just tell me what circumstances you have in mind 
that would make it imperative for vou to travel somewhere to make 
speeches in connection with the work of this Committee. 

Mr. Kapian. For example, if there was an annual convention of 
one of the national employee organizations like the National Federa- 
tion of Federal Employees or the American Feder: stion of Government 
Emplovees and they invited the Chairman to come there and explain 
to their people what our Committee is planning to do and what is 
the purpose of the Committee and what it contemplates bringing 
about, it might be desirable from the point of view of the Government 
to have me go out there, wherever the meeting might be. It might 
be in New York, which would be no expense at all, or it might. be in 
Washington. But 1 would not do it unless it would serve an extremely 
useful purpose. 

Mr. Corron. Did the act of Congress which created your Commit- 
tee and laid down its duties specifically or by implication authorize 
that sort of activity? 

Mr. Kapian. Not specifically, but I think by implic ation it would 
become almost essential. Because if we were making recommenda- 
tions with respect to policies to Congress, we should at least make the 
groups that would be affected by this program aware of what we are 
doing about it and what we contemplate doing, or it might precipitate 
opposition that might be unwholesome. 

Mr. Corron. Well, our congressional committees are doing similar 
things, and our committees hold their hearings in Washington, and 
representatives of all of these organizations come in and sit down with 
us and give us their recommendations and ask us questions. I do not 
quite follow the situation where you go to them. 

Mr. Kapitan. That is exactly the po licy we are following. As 
matter of fact, that is the policy we have already announced, that we 
are going to have hearings or whatever is necessary, either informally 
or othe ‘rwise, here in W ashington. And only under extreme situations 
will any money be spent to go elsewhere. It may well be that there 
will be very little occasion for doing it. 


PERSONS ENGAGED IN PUBLICITY WORK 


Mr. Corron. Are any of these 25 average positions or the 28 total 
positions } you have told us about for the purpose of publicity work or 
general information to the public? 

Mr. Kapian. No. 

Mr. Corron. Or in any sense making speeches or issuing news 
releases or publicity of any kind? 
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Mr. Kapitan. None is contemplated now. As a matter of fact, ] 
might say this: From my point of view, very little of that will be done 
so far as going outside of Washington is concerned, for the fact that I 
cannot, frankly, afford to do it. I could not take the time to go to 
those meetings unless it becomes so essential that I would feel morally 
obligated on behalf of the Government to make an appearance. 
Otherwise, I assure you I would have great reluctance to travel about. 

(Discussion off the record.) 


rRAVEL EXPENSES OF CHAIRMAN 


Mr. Corron. It just does not seem to me as one member of this 
committee that there is or could be any need for the Federal Govern- 
ment to go somewhere to explain or justify itself to some organization 
of its employees. If the Federal Government or its commissions and 
agencies are ready and willing to hear these employees or other 
employees and put the cards on the table and deal with them fully 
and fairly, I see no justification for traveling around the country, 
irrespective of what might arise, to explain to those gentlemen or 
justify the legitimate activities of our Federal Government in seeking 
to analy. e and prepare information concerning retirement systems. 

Mr. Kapran. | might say, if that is the feeling of the committee, 
i can have no objection to it myself. 

Mr. Corron. It is not the feeling of the committee; it is just my 
personal feeling. 

Mr. Kaptan. On the other hand, I think you will appreciate that 
there are some situations—rare, indeed—where at some national con- 
vention the head of a Department is asked to make a public address, 
and it is good public policy from the point of view of the Government 
to be in a position where one can explain, without divulging in advance 
what recommendations they are going to make to Congress, and we 
thought we should do that rarely. 

Mr. Corron. I understand. I also understand and commend your 
own feeling that that should be held to the mmimum. 


COMMUNICATION SERVICES 


Now, as to communication services, $1,750, will you briefly touch 
on that? 

Mr. Kaptan. That, of course, includes our telephone and trans- 
portation other than travel expense. 


RENTS AND UTILITIES 


Mr. Corron. Rents and utility services, $21,700, covers rent of 
office space in Washington? 

Mr. Kapian. Office space in Washington. 

Mr. Corron. Where are your offices? 

Mr. Kaptan. 1742 G Street NW. 

Mr. Corron. Is that in some Government department? 

Mr. Kapian. It is in the YMCA office building. 

Mr. Corron. How many offices do you have—how much floor space? 

Mr. Jonnson. We have about 5,000 square feet on the third floor 
there. 

Mr. Kapian. That, incidentally, was assigned to us by GSA. 
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PRINTING AND REPRODUCTION 


Mr. Corron. Printing and reproduction, $8,800. Wha 


» 
! 


Mr. Kaptan. That covers the printing, mimeographing, az 
orth, including the final report which we are going to present to the 
Congress as well as a preliminary report. It is contemplated when 
we make the final report with all of its recommendations to Congress, 
ncluding all of the data we will have gathered, it may probably be : 
500-page report, and we contemplate printing about 750 copies for 
listribution to Congress. 

Mr. Corron. Of your report? 

Mr. Kapuan. Yes. 

Mr. Corron. Is your report the only document you expect to print? 

Mr. Kapnan. So far as public printing is concerned, I imagine the 
preliminary report and the final report will be the only ones. 

Mr. Corron. Is the preliminary report already prepared? 

Mr, Kaptan. Oh, no. We won't have the preliminary report unti 
ibout December 31. 


OTHER CONTRA‘ 4 RVICES 


Mr Co PON Now. Vol §  : P I tractual servic es.”’ You 


ave already told us about payments the Civil Service Commission 


8.000 


inder 01, ““Payments to other agencies for reimbursable details,’’ and 
‘ 


now we find again under 07 “Civil Service Commission, §$ 
What is that? 


VALUATION OF CIVIL SERVICE RETIREMENT SYSTEM 


Mr. Karpnian. I would like to explain that You may recall that the 
Civil Service Commission for a long time has been trying 

of its retirement system a id asked something in 
borhood of $300,000 to accomplish it. That was the origin: 
mendation made to our committee. You see, we must ki 
the beneficiary obligations that the civil service retirement sys 
before we can determine as a committee making our 

involved, how it is going to be funded, how it is 
We feel in our committee after discussing this 
exploring it with the Council of Gevernment Actuaries that 
not need a full-blown valuation of the system lor oul purposes; 1 
‘an get a good, sound sampling or pilot study and do it much more 
economically, that is enough for our committee purposes “oO we 
dec ided. nstead of Spe nding S300 .000, we would spend S7S.000, which 
they tell us is the minimum necessary to make the analysis. 

1 would just like to pommt out the situation existing in Congress to 
evaluate the necessity for dcing that very thine and what a fine 
investment it would be. It won’t take long, and it is very important 
The following facts were taken from pages 488 to 494 of the Congres- 
sional Record, volume 94, part 1, and made by Senator Williams on 
the floor of the Senate on January 23, 1948 


On March 13, 1947, Mr. R. R. Reagh, government a 
i 


Department wrote Mr. Riley, staff director of Senate Com 





ints out a possible $200,000 co 


Acting President of Civil Serv 
would be negligible The sa 


and Mr. Edward Thacke 


sion, estimated the cost at $109 


June 9 ar } it i, oe lent of Civil Service Commis 
‘ { ity { at $39,160,000 
July 22, 1947 ator illiams asked 1 t Bureau for estimat 
| Weebl ] ‘ r of t Budget ureau, estimated the cost would 
160.000 Oo are t ! estimate that avgrec 


ce Commission revised its estimate of the ss 
the cost of 


legislation whic} 
vet at the same tir 


of the bill which th 


enate 1 consider ng a piece of 


an example. Nobody knows what is involved in this 
metl cannot possibly find out unless we have 


MILITAR -ETIREMENT PLAN 


Mr. Corron. Then under 07, “Other contractual services,”’ you 
have the Department of Defense, $75,000 
Mr. Kapitan. That is to make a similar valuation of the military 


retirement plar not a L¢ ctuarial valuation in the true sens 


but rather i Dasec ma representati sample in order to prov 
f originally it was going to cost 
SSOO.O000 ' ; i en { ine doing: $75,000 is enouch.”’ 


cost i! 


VALUATION OF OTHER RETIREMENT SYSTEMS 


ron. Then you have other departments, $15,000. Will you 
tell us briefiv what these other departments are? 

Mr. KAPLAN ‘want vet them to make similar studies of some 
of the other 1 tirement systems of the Federal Government 
where we d t hay at information or data available. 

Mr. Corron “or tance what departments? 

Mr. Kapis The Coast Guard, the Foreign Service retirement 
anal system, the District of Columbia retire 
ment system, iressional retirement system 


Mir (‘o 


system, the 
rron. These amounts you pay the various departments are 
paid to them for them to prepare the data and present it to you regard- 
ing their retirement systems? 

Mr. Kapian. That is correct 

Mr. Corron. And the work is performed by their personnel who 
are reimbursed from this amount you pay them? 

Mr. KapLan hat is correct. 

Mr. Corron. Does anyone representing your staff go to a depart- 
ment and supervise this work which is being done by their personnel 
at your request? 

Mr. Kapa That is done in collaboration with our con- 


sulting actu: and the actuary on our stafl 





SUPPLIES AND MATERIALS 


Mr. Corron. Now, ‘Supplies and materials,” $1,950. Just 
or two, tell us about that 
IKK APLAN That Is equipment, routine o 


d, such as any office needs to carry on its work 


fice materials that we 


\ir. Corron. That does not include typewriters and machines? 
Mr. Kaptan. No. It is paper, stencils 
Mr. Jounson. It is the standard equipment 


Mr. Yates. It does include some of them 
Mr. Kaptan. Oh yes; minor equipment 


‘ 


\ir. Corron. $1,950 for 25 people That is al 


all for paper and office 
uppii 


Mr. JoHnson. Supplies generally 
EQUIPMEN 
] ‘ ‘ ’ 
der OY you have ‘Equipment, SHOO 


IK APLAN That is our furniture that we are purchasing 


1 
I 
OTTON Does that include tvpey I rs 


JoHnson. Typewriters are part of the rents, 05 We ar 
r our typewriters and calculating machines from GSA, and we 


pure hase our desks, because 11 Is cheaper to do that than to rent them 


i 


Mr. Corron. Then 15, “Taxes and assessments,’ $1,000. What 
is that? 
Mr. Kapitan. That is social ‘urity payments on behal 


( mploy CCS 


SYSTEMS 


+ 


ly of its own retirement policies or programs and have the 


Mr. Jonas. If vou have the Civil Service Commission make : 
1 


stu Jepart 
ment of 


Defense doing the same thing, what does vour committer 


have left to do? 


Mr. Kapitan. Let me explain That ts not what those avencies al 
going todo. They are not going to study policies 

Mr. Jonas. What are they going to do? 

Mir K APLAN The V are golmg to. make actuarial 


4 


are the potential obligations that the Government has 


1 . ced + —_ 41 
meeting all of the retirement contracts for their system 


Mr. Jonas. Where is your authority for contracting for that sort 
of services? I thought you were set up to study the Federal retire 
ment systems ° 

\fr. Kaptan. And also to recommend to the Congress in the matter 
of funding and financing those systems. How are we going to recom- 
mend to the Congress whether they should or should not be funded 


which ones should be funded, and how they ought to be fi anced in 


the future if we do not know what the obligations are? Any nobody 
knows what they are 
You see, they are not going to determine policies of how this is to 


be done; they are going to make a factual study, actually, of how 
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much money is going to be necessary for the Congress to provide in 
the future to meet the retirements of all of the people in the system 

Mr. Jonas. Then what does your committee do with respect to thi 
civil service retirement program? 

Mr. Kapian. After we get that information from the Civil Servic: 
Commission as to what is involved, we then determine (1) should or 
should not that sum be funded—in other words, shall we pay it all 
in cash, or shall we pay and amortize it over a period of time, or shall 
we arrest the so-called accumulation of that fund and pay only the 
interest that will accrue—-(2) how it is going to be financed, what 
recommendations we are going to make to the Congress as to how to 
meet that in the future. 

Specifically, for example, if we learn the obligations already in- 
curred amount to $10 billion, Congress, I take it, wants to learn from 
our committee, first, should that $10 billion be funded—in other 
words, shall we set up the money to fund it. 

Mr. Jonas. Pardon me for interrupting you, but 

Mr. Yates. Will you yield there? 

Mr. Jonas. Yes. 

Mr. Yates. Will you in any manner verify the accuracy of the 
statistics furnished to you by the various agencies which are to 
prepare these studies? 

Mr. Kapuan. In this respect we informally set up a council of 
Government actuaries to advise our committee and those who are 
making the study as to just what assumptions they shall indulge in 
in making the evaluation. Our actuary and his assistant will also 
work along with them and collaborate with them in seeing to it that 
the data they get up is data we can accept. 

Mr. Yates. As being accurate? 

Mr. Kapian. Correct. 

Mr. Jonas. How many separate pension systems are in existence 
for Federal employees? Do you know offhand? 

Mr. Kaptan. Yes. There are 13 specific ones and about half a 
dozen collateral ones. 

Mr. Jonas. Your committee was set up to study those different 
plans and to formulate recommendations for future changes that 
might be made in them; is that correct? 

Mr. Kapitan. We were set up to make a study of the comparative 
benefits in all of these plans. 


NEED FOR TOTAL PERSONNEL REQUESTED IN ESTIMATE 


Mr. Jonas. All right. What I cannot understand is, if you are 
studying these plans that are in existence, what does that involve 
that requires all of 28 people in full-time work. What do all of those 
people do? One man ought to study it. I can see where 1 or 2 men 
might sit down around the table and go over the plans, but what do 
all of these clerks do? Why do you need so many secretaries, 
stenographers, and people in studying the programs? 

Mr. Kapian. I am afraid you do not appreciate what the Congress 
has asked us to do here. We are to make a study, first, of what the 
benefits are in every one of these systems and made a comparison of 
those benefits. They asked us to make a study of what benefits 
may or may not be involved; they asked us to make a study of what 
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the relationship is and should be between the retirement system of 
OASI, the employment compensation benefits, military and civil 
You are asking us to make a study 

Mr. Jonas. May I give you an illustration of why I have difficulty 
thinking that a large organization such as you have here—and it is 


i0t too large In comparison with others cannot do as effective a 
9 


ob in the study of a matter of that sort as a smaller group? lam a 

lawyer by profession. 
Mr. Kaptan. So am I. 
Mr. Jonas. I have participated in the preparation of many legal 
locuments. I never have seen one that could be prepared as well by 
l co ld prepare it and th n the others vo over it 

When we origi rally planned the work and activiti 

we were hopi i” that we could carry on with a ve ry 

all stall no more than about 10 people Then when we vot to 

ypreciating the full implications of what Public Law 555 required out 

nmittee actually to do, we began to realize that it was a much 

ater assignment and more far-reaching than we had even dreamed 

If you will turn to page 4 of the justifications, vou will find a 

ummary of the Retirement Committee’s work program, which is out 

ined showing the matters the Congress asked us to make a study of. 

We indicate the projects we have to carry through in order to bring 


+ +] | ’ | 
bout the results Congress has asked us to in each case. 


5S OF PROJE( 


Nin JONAS 
pleted 

Mr. Kap 

Mr. Jonas And you have the information that was compiled as 
the result of working on that project? 


\fr ] . ‘ 
VIT. ILAPI \ i@s 


\ . | 


Ir. Jonas. And that information ts now available be committee 
Project I] is not listed here. You go from I to II]. 

Vir. Kapitan. Project II follows in another part. That is on page 

in the middle of the page. That is the $78,000 and the $75,000 for 
the Civil Service Commission and the military services 

Mr. Jonas. Those studies constitute project LI? 

Mr. KAPLAN. That is right, plus the collatera! valuations that we 
might have to make. 

Mr. Jonas. Let us examine project III Who on the staff is 
vorking on project III? 

Mr. K APLAN At the present time nobody Is actually assigned to 

because we are not ready for it. There is no sense hiring some- 
body and paying him until we need that information. When the 
time comes we need that information, we will put him on the payroll 
and not before that. If you turn to page 1 of the analysis, you will 
see how we attempt to assign our people to all these various projects 
and the time they will give to it and the amount of money involved. 
ry | , 


\ T ) . 
il INA Project Til, a rang to your own iangueag as 


< i 


lLOllOWS: 


This project will provide the Committee on Retirement ( V 1 the histori- 
cal background on why present benefit provisions came i 
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Why should that involve much research? Is not that historical back- 
ground pretty readily available? 

Mr. Kapian. Strangely enough, no. Yet it is not going to involve 
a great task, I admit 


Mr. Jounson. We have a professional person completing project | 
now. The material has been completed and sent to the agencies for 
check When that project is completed we hope to have it in final 
form in July—that person will be moved to project III, together with 
a historian for one vacancy requested for this work. They will have 
the resources at their command to develop the required material 


Mr. Jonas. | assume, then, that you utilize present personnel for 
project [1? 

Mir JOHNSON That richt The puestion was asked about va 
eaneies We | ave a few vacancies We have one vacancy listed to 


assist m the historical development We do not know if we will need 
them We will not bring anvbody in we do not need. 


DY OF HISTORICAL BACKGROUND OF RETIREMENT SYSTEM 


Mr. Jonas. I am sure I do not make what I have in mind clear. 
Each one of the agencies of Government that has a retirement system 
must know what the historical background of that system is. Why 
not ask each agency to furnish that information? 

Mr. Kapitan. We have. It does not exist in one package, and 
nobody has pul them together. 

Mr. Yarers. Is that a codification of the pension plans? 

Mr. Jonnson. That is No. 1 

Mr. Jonas. Is the project more the writing of the history of the 
development of the plan? 

Mr. Kaptan. Yes. Why do we need that? 

Mr. Jonas. | can see why vou need it, but why cannot 1 person 
do it instead of 10? 

Mr. Kaptan. As a matter of fact, only one person will do it. 

Mr. JON AS Le tus co to project Ls 

Mr. Kaptan. We are using the minimum of manpower possible. 

Mr. Yarrs. Off the record 

Discussion off the record.) 

[r. Jounson. In answer to the question about having one person 
responsible, we have one professior al person responsible for each proj- 
ect and he has a junior staff assistant assigned with him. We do not 
have two or more senior people assigned to projects so that we would 
get different approaches to a problem. We are following the philos- 
phy that vou recommended. 

Mr. Jonas. Very briefly, how will the people who work on project 
[V go about providing the committee with this basic factual im- 
formation? 

Mr. Kapuan. First of all, if the data is available m any agency 
such as the Civil Service Commission or the Budget Bureau or the 
Comptroller General’s Office, we have it and that is the end of the 
project. we have found no one has it specifically. So we will 
have to m: a study of what is the actual basis of compensation 
for all these people in the various pension systems. Does it include 
maintenance? Does it include subsistence? In other words until 
vou have that you cannot make a comparison of what the benefits 





e mone system as compared to anothee So we have to deter 


] 
ecause you have asked us to ad 


vise vou, the rela ionship of si 

» pensions. Have increases in pensions been based exclusively 

creases in salaries? Did pensions go up exelusive of salar 

reases? What is the relationship of the two? Nol 
re making a study of what the curve has been on pen 
es and what the curve has | aigry necreases 

hey parallel 

Mr. YATEs Does that includ: 

\iIr KAP! AN We vill have a ¢ 

Mr. Jounson. Just vesterday, I do not 


MOCL\) SHOWS, 


men ere down to the Civil Ser 
; 


their actuary to secure the career pat 


retired in the last vear to get their entire « 


hat we can see what the benefits are and determine what their ¢ 
: a a : 

ompensation is for these people in the different systems, anc 

ow we will go about it, securing the information from the age 


Mr. Jonas. This is the last comment I will make, and it is mot 
an observation than a question. I take a pretty dim view of this 
xpanding bureaucracy that we have in Washington. It goes con 
] | ° 

ieradl 


y against my philosophy to vote to continue to expand a com 
nittee of this sort that was set up and supposed, I thought, to hav 
1 


completed a task, and instead of doing that we are now requested to 


continue it in operation. It struck me you had big an organiza 
ontodoa study job 
Mr. Kaptan. I think you will find from an examination of thes« 
papers that this is one of the most comprehet sive budget explanat lOnS 
vou have before your committee. We explain the objective you 
sought from our committee, how we will go about performing that 
bjecti and later on we outline in detail how ny people are 
to each project, for what period of time, and what eac! 
project in detail will cost. It is extremely comprehensive. You must 
appreciate that these people are pot all working on the same project 
at the same time. They are doing concurrently different projects Lo 
save time, because Congress wants our report in quickly. 
Mr. Jonas. I am surprised to learn that the various Government 
agencies that have these retirement systems do not have all the 


information tbat vou need. 


ORIGIN OF RETIREMENT COMMI 


Mr. Kapitan. May I explain how this committ 
It was because at’the public hearings in the Post 
Service Committee they were not able to learn from any 
source what actually were the obligations involved some witness 
testified that it involved the Federal Government 
$5 billion. Others testified $10 billion Unofficial 


d the national debt. Then, again, 


1 j 
ne svstemrs need a to be 


Commission advocated that t 
+} “Uera ) c ly wnt Other elaimed ha ra enl 

nev were not oivent thers claimed thev were OLN 

it was not necessary to do that. that Congress could do it on : 
is-you-go basis. There seemed to be so many conflictin 


Cr neress felt they sh yuld know once and for all what \ 
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Mr. Jonas. Is it intended that your committee make a 
recommendation? 

Mr. Kapitan. Yes. You specifically admonish us in the law to 
make a recommendation. 

Mr. Jonas. No further questions. I am handicapped in that | 
was not here before January 








SERVICES OF CHAIRMAN OF 





RETIREMENT COMMITTEE 









Mr. Yares. When were you appointed on the committee? 
Mr. Kaptan. December 8, 1952, by President Truman, and later 
reappointed by President Eisenhower. 
Nir x \TI Hav you had occasion to examine the civil service 
. > 









; - or after 
Mir. Kaptan. Yes. As director of the National Civil Service 
Leacue for 25 years, I have been in close touch with the development 
of pension systems not only in the Federal Government but in most of 
the States and municipalities. I was one of the earlier sponsors of a 
pension system in this country. 

Mr. Yarres. The particular pension fund I was referring to was the 
Federal pension fund. Your answer was directed to that question? 
Mr. Kapuan. Yes 





DEFICIT IN CIVIL SERVICE RETIREMENT FUND 


Mr. Yarres. Testimony given to this committee shows that there 
is a potential deficit in the civil service retirement fund of approxi- 
mately $5.2 billion 

Mr. Kaptan. Something like that. 

Mr. Yarrs. You have just indicated that others who have exam- 
ined into that question have testified before other congressional com- 
mittees that the liability may be greater than that or less than that. 

Mr. Kapnian. That is true. 

Mr. Yates. Under what theories do they come to those conclusions? 

Mr. Kapian. I should explain this, that the law affecting the civil 
service retirement system provides that there shall be a valuation of 
the system every 5 years. The last valuation that was made, as I 
recall it, was in 1947, at which time they made what was called and 
can be referred to as a sampling valuation, or a pilot study, of what 
might be the potential liability. That was done by a Board of Actu- 
aries, composed of an actuary of the Civil Service; an actuary of the 
Treasury Department, and an outside consulting actuary. They 
made this valuation study at that time and came up with what they 
claimed was a potential liability for past services rendered by em- 
ployees who are members of the system and who have not been antici- 
pated yet. That is the obligation that the Government assumed for 
the past services of these employees, which they claimed was about 
$4.5 billion. Using different actual assumptions others have dis- 
puted this figure 

[r. Yares. Have you seen the balance sheet presented to our 
subcommittee? 


Mr. Kapuan. Yes 
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Mr. Yares. Does it reflect correctly the status of the fund, 
opinion? 

Mr. Kapuan. I believe it did at that time. 

Mr. Yates. You mean in 1947? 

Mr. KAPLAN, Yes. There has been ho valuation made 
system since that time. That is why we are making it now, in 
out how reasonably correct that figure was and what it is at the present 
time, 

Mr. YATES. My question was directed to the actual balance sheet 
of the fund as presented by the Civil Service Retirement Fund as of 
June 30, 1952. 

Mr. Kapuan. The balance sheet as submitted by them is undoubt- 
edly correct, but there has been no valuation of that fund since 1947 
Lots of things have happened. Salary increases have gone into 
effect: differs nt benefits have been eranted by the act of 1948. We 
do not know how that has affected the potentialities of this fund 
Every time you add a benefit to a member’s potential allowance 
every time you increase his salary beyond what he is getting now, 
it, for example, distorts the entire alinement as to what an emplovee’s 
retirement will be in 1970. 


NECESSITY FOR REQUEST OF FUNDS TO FINAN( GOV 


rIREMENT FUND 


Mr. Yarres. Appearing before our subcommittee at the time 
request tor funds was made, were representatives who requested 
appropriation of several hundred million dollars in order to pla 
the fund on what they called a current basis 

Ir. KapLan. [recall that. 

Mr. Yares. The subcommittee did not accept their recommenda 
tions and the full committee and the Hous accepted the subcom 
mittee’s recommendation. Do you have any views as to whether or 
not such appropriation should or should not have been made? 

Mr. Kapitan. | am not by profession an actuary. 

Mr. Yares. But you have been in this business 25 years, you 

Mr. Kapitan. But not as an actuary, but an adviser on pet 
plans. As I recall, they asked for an appropriation of $300 m 
What they sought to do was to have the Congress continue the similar 
type of appropriations that they had been making to the fund fr 
year to year to meet the current needs of that fund to keep it 


. 
‘hat did not necessarily mean that that was enough 


z 
ry 
I 


balance. . 
meet all the potential obligations that have already accrued. 

Mr. Yarres. And the question was whether or not the credit 
Government was sufficient or whether or not it had to be funded. 

Mr. Kapitan. Thev asked for the $300 million to keep it 
date so as not to fall farther behind. 

Mr. Yates. What is your opinion as to whether or not it has to be 
funded or whether the credit of the Government is sufficient to cover 
the potentialities? 

Mr. Kapuan. That is one of the questions our committer 
asked to resolve and to make recommendations to the Congres 
Frankly, I have not yet crystallized my personal views, for. these 
reasons: (1) What is a fully funded system in Government is, in the 
nature of Government, different than in a private plan. (2) The 
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tvpe of investment made under the law has an implication as to 
whether it is or is not fully funded. If you put the fund solely in 
bonds of the United States Government, it raises the question whether 
or not that is a completely and fully funded system in the eyes of 
some actuaries. Some will agree it is because the investment in 
United States Government bonds is no different than any other 
investment. Whether the system should be fully or partially funded 
or placed on a pay-as-you-go basis is a very debatable question. 
\iv own opinion is that vou need not have a fully funded system for 
the Federal retirement system. My colleagues may disagree with me 


MEMBERS OF RETIREMENT COMMITTEI 


Mr. Yares. Who are on your committee? 

Ir. Kaptan. The Secretary of the Treasury, the Secretary of 
Defense, the Chairman of the Board of Governors of the Federal 
Reserve Bank, the Budget Director, and the Chairman of the Civil 
Service Commission; and there is a bill to add the Secretary of 
Health, Education and Welfare to that committee. 

We are approat hing this thing, I assure Vou, as objectively as we 
ean We have no preconceived notions about this. We want to 
get the facts first to see if they verify and confirm some of our con- 
victions 


PENSION SYSTEM FOR THE JUDICIARY 


Mr. Yares. Is there a pension system in existence for the Federal 
Judiciary ? 

Mr. Kapian. Yes 

Mr. Yarns. The reason I asked the question, I know that several 
proposals have been made for a change in that system. Will your 
committee go into systems that are in existence today only, or into 
suggestions that have been made to the Congress as well for changes 
in the retirement fund? 

Mr. Kaptan. We shall probably give cognizance to the more 
important recommendations for changes made in legislation hereto- 
fore in developing our own recommendations 

Mr. Jonas. Will the gentleman yield? 

Mr. Yarrs. Yes 

Mr. Jonas. As a matter of fact, the judiciary system, is that not 
merely a continuance of their salaries? 

Mr. Kapitan. In most instances. 

Mr. Jonas. They retire on full pay. 

Mr. Kaptan. But under different conditions. 

Mr. Yares. In other words, there is no funded system for the 
judiciary? 

Mr. Kaptan. No. TVA, on the other hand, is a fully funded 
plan, and so is the Federal Reserve bank plan a fully funded plan. 

Mr. Jonas. Thank you centlemen. 





MonDAY. JUN} 
COUNCIL OF ECONOMIC ADVISERS 


JITNESS 
ARTHUR F. BURNS, ECONOMIC ADVISER TO THE PRESIDENT 


V[r. Jon AS. The committee vil pli ase come to order. 
The record should show that the committee meets this morning to 


a request for funds for the Council of Economic Advisers 
present Mr. Arthur F. Burns, Econom Adviser to the 


1e request for funds and justify them 


how that our dist ished chairman is 


41 
tt 
i 


us this mornin 


REORGANIZATION PLAN NO 


rin ls testimony, 


} 1; | 
, Geahnnge Wil 


inctior sted in the ¢ 


Emplovment Act of 1946 (60 Stat 
e Cour 


Cll 


respect to 





reby transferred to t Chairman of the Council of Economie Advisers 
position of Vice Chairm of the ( ounci of Keonomic Advisers, provided lor 
» oT . f j F the id +t 


act, is hereby abolished 


SUPPLEMENTAL FUNDS AVAILABLE FOR 1953 


Mr. Jonas. As a preliminary statement, I think it would be wi 
to pomt out that the second s ippl mental appropriation bill of 195 
as passed by the House included an amount of $25,000 for salaries an 
expenses, including the employment of an Economic Adviser to th 
President and the staff incidental thereto. As finally enacted, thi 
bill contained $50,000 for this purpose. My understanding is that 


Mr. Arthur F. Burns was named to that 


position as Economie Adviser 


imittee, particularly in 

the committee for the first time, 

! and for the information of the mem- 

bers of House who will have the record 

lable to them a brief ré ‘or summary of their background and 
xperience so hat we will | a little bit more about them than we 


Do you mind this point, making a brief statement to that effect? 
Mr. Burns. I do not like to talk about myself, Mr. Chairman, but 
[ recognize the need to do so and, if I do not tell you enough, pleas« 
feel free to ask me to elaborate and I shall do so. 
I studied at Columbia University, took my undergraduate work 
there and also my doctor’s degree [ began teaching at Rutgers Uni- 


versity in 1927, and I joined the staff of the National Bureau of Eco- 
nomic Research, which is a nonprofit organization devoted to scientific 
work in economics, in 1930. 
[r. KrueGEeR. Where is it? 

Mr. Burns. The bureau is located in New York City. 

Mr. KRUEGER. hat a governmental staff? 

Mr. Burns. No; it is a private, nonprofit research institution in 

ich various universities and other organizations have collaborated. 

I continued teaching at Rutgers until 1941, when I became a member 
of the Columbia University graduate faculty. I have been there ever 
since 

In 1945, I was named director of research of the National Bureau of 
Economic Research, and I served in that capacity until March of this 
year, when I came to Washington. I am now on leave of absence 
from both of my previous positions. 

Mr. Jonas. When you came to Washington, you came to accept 


this position as Economic Adviser to the President? 


Mr. Burns. I came to accept a position on the Council of Economic 


Advisers and then, in view of the appropriation difficulties 
‘ ; >? 


Mr. Jonas. Are vou a native of this country? 

Mr. Burns. No. Lama native of Austria. I came to this country 
in 1914 at the age | 

Mr. Jonas. You re in New York. Is that your permanent 


“4 9 
resiaence! 


Mr. Burns. 





y P 1 
ere anv questions on this phase of the 


Mir JONAS. Are t} 
entlemen? 

Mr. Tuomas. I was just won 
id the old one 


llierence between this setup an 


Jonas. If you do not min 


Vir. THOMAS You vO ahead ane 


lering, Mr. Chairman 


' 
n going to ask that 


nati 


STIFICATION 
Mr. Jona 1 think in vie 


| 


i) Allo! ini 


Mr. Jonas. Now. 
tions to vou about 


Vir. KRUEGER 


t 


surn Dackeroul 
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You became a naturalized citizen \ ourself, or through your parents? 
Mr. Burns. Through my parents 


it 


D BY COUNCIL 


ju d approp riation 1s $300,000 t 
provide he hHhecessal Ina ( nal tal l the ( ‘ouncil of Economi 
Advisers for th eal year which will begin July 1. In your outli 
of obligat . ith the first You contemplat: 
a total limber i permanent positions of Be. That will include the 
three members of the Council? 


US Stal t 


That IS rignt 
») 


the 22 additional positions will be staff? 
Is correct 
In the item 01, ‘Personal services,’ the sum of $190,001 
positions. That would include salaries for th 
ineil? 
It wo ild 
Jonas. What salaries are contemplated for the members of the 
Council? 
Mr. Burns. Under the law, members of the Council are to be paid 
a salary of $16,000 a vear. However, I feel I should say at this time, 
to answer your question fully, Mr. Chairman, that it is contemplated 
to submit a bill to the Congress for an increase in the ie of thi 
chairman to $17,500. I want to say, further, that the bill is in 
process of being drafted and that I have suggested to the legislatiy 
draftsman of the Bureau of the Budget, who has been assisting me in 
these matters, to insert a clause to the effect that the new chairman 
of the Council should continue to function under the old salary, so 
that the increase in salary will accrue to his successor but not to him 
That bill, however, has not yet been finally drawn. Whether any 
difhie ilty will be encountered with that provision I do not begin to 
know I am not a lawyer. 
Mr. Jonas. Do you have any further breakdown of the staff 
positions that are involved? 
Mr. Burns. Yes; I have a further breakdown. I shall be glad to 
nake that fully available to you, but I would like to say a word 
nation of this entire budget and of that breakdown, should you 
to hear it 


STATEMENT 


Mr. Jonas. I should have suggested at the outset that you mak« 
any supplemental statement in addition to this printed one. If yor 


} 
] 
i 


care to do that, you may do so right now before I ask additiona 
questions, 
. ) 


Mr. Burns. Thank you very much for the opportunity. I do not 
believe I will be long. 

Let me say this: I have before me the task of building a new 
organization. | have had considerable experience in drawing up 
budgets. I have served not only as Director of Research of th« 
National Bureau of Economic Research, which has an annual budget 
of approximately $600,000, but I have served on research or advisory 
boards of other institutions of learnmg and other scientific organiza- 
tions. I have learned one thing over the years, and that is that 1, 
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for one, do not have the ability to estimate with any degr 


the cost of doing research work. 

Mr. THomMAs. You are in the same boat we are, then 

Mr. Burns. Now, in approaching this task, 1 naturally consid 
very care fully the law under which the Council of Economic Advi 
tunctions it was the intent e Congress that the Couneil de 
itsell to a continuous study of change it keep occurring in tl 
sphere of our national incot ndustrial production, and employmet 
It was also the inten {f the Congre that the Counel appraise 

, ederal Government 

view to judeins ier effectiveness in promoting a stable economi 
prosperity ior our people It was further the mtent of the Congress 
that the Council of Economic Advisers develop and recommend to 
the President policies lor promoting a his h and stable level of output 
income, and emplovme nt, and that the Council assist the President 


in the preparation of his economic report or reports to the Congress 


that very considerabie mandate 
eCApPerien an | havin 
Weonol 1¢ 
rthe 
‘quired to perform by the Con: ss. that whet Yr) could 


} . ' 1 ' 
sibly 1) § \ \ l il¢ OL Dud 


for a considerably large 
natter, howeve r, and Consi 
ur country now 
should be striving 
mpuise to request 
Congress had appro, 

| have tried mstead, since 


Qrci, OTLANIZALIONS Vii 


ready have some projects u 


raree its responsibilities ar 
part of the Governn 
’ } l °7% 

and what that will meat 


discovering of the economic 
of the various agencies of the 
| hope, therefore, the C 
with this figure of $300,000 
I cannot s iv to you that if you give me le 
do my job av to vou if*vou give 1 
Spe nd that sum usefully | 
Since comine on the 
[ could You will find that 
be modest The heht 
in hiring secretaries 
to members of the staff that no secretary 
individual member of the staff. I have set 


by requesting My se l to be available 


1 
| 
i fave mad 


needed in the shop Further, | expect to use 
as possible in he lping out our statistical unit when 
So I look forward to a conscientious husbandine of the resources 


may be voted by you to the ¢ ‘ounctl., 
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I cannot, I repeat, defend this budget in detail. I have drawn it 
up, knowing you must have something to look at. I hope you will 
allow me considerable flexibility in the expenditure of whatever funds 
vou deem it appropriate to vote for the Council’s activities. If ] 
were tied down to a specific program of expenditure at this stage, 


when I am virtually building a new organization, I think it would be 


wast ful and that the Coune l’s work would be impeded. 


NOT YET APPOINTED 


er of permanent positions 


That leaves 22. 


the other members of 


» 


vet: have they { 
vet 


PROFESSIONAITI AND ICA] ASSIS ANTS sh§ EMPLOYEI 


to how many of the 22 


Mii JONAS Can vou g 


ll be what we ca ‘al stants secretaries and what numbe1 
ill be economists and techi ical people, re searchers and SO forth? 
Mr. Burns. I expect we shall h: from 6 to 8 secretaries. I] am 
‘oing to try to keep the figure wn to six, but I am not sure whether 


Cah succeed i x L We ral] lave ¢ ii tistical unit of about 5 


1 . wy , 1 ! 
iduals erhaps eC r wil be economists, and they 
| : oOattract yy Lop econo- 


of Economic Advisers 


Another 4 or 


MPLOYMENT OF CONSULTANTS 


e these temporary and part-time positions? 
t to make extensive use of consultants. Very 
mal down ior a iew days, and he will olve you 
hinking and, having had that, you have as much 
had him around for months. I have a lot 
: 


sts,in mind. I think I know who the peopl 
to pull in for a week at a time, a month at a 


paying those people on 


if they come down for as long as a 
on an annual rate, and I would 


pi 
daily rate, but for the sort of 
people whom I have in mind the daily rate would usually be $50. 
Mr. Tuomas. That is the statutory rate. 
Mr. Jonas. That is the maximum fixed by statute; is it not? 
Mr. T 1s. Yes, unless otherwise provided in the appropriation. 
Mr. 4 R Phi ; expenses? 





KO 


Ld 


Mr. Burns. Plus expenses that are permissible, which I think come 

» $9 per day, and which is hardly enough to cover a man’s expenses 
Mr. Kruecer. That is for lodging and meals? 

Mr. Burns. Yes; for lodging and meals. 

Mr. Krueger. But you have other expenses, too—traveling 

cpenses. 

Mr. Burns. Yes; there will be traveling expenses. I might say | 
pect to get a fair amount of assistance—I have already intimated 
{ without having to pay any salaries, bv having research projects 

. aa 


rere. ‘lwo are under way now, and they are rather expen- 


projects Also, I expect to get some men to come down and spend 


with me and pay for their travel expense but nothing beyond 


answer vour question be St. 
doine now under that cate 


two art-ti } litant Or is a colleague of mine 

ya University, and ly been giving the Council from 2 to 3 
VS Aa week He is an expert On ¢ redit and hou ing problems and has 
1 extremely useful to mx 


JON What is 


itv of Columbia? 

member of he 
Re 

: ; 

iat DASIS GO you 

the rate of $f 
xpenses? 
expense S 


that $9 a 


( 
JONAS ANd Vou have another, vou 

Mr. Burns. I have another. He is employed by 

iblic Roads, but we reimburse tl 

neil. 

Mr. JON AS. Who is he? 

Mr. Burns. He is Robinson Newcomb. I am sorry I am unable 
this time to state the precise rave of his compensation. L believe 
same rate as Mr. Saulnier’s, but I am not sure of it. 
fr. Jonas. What is he doing for you? 
Mr. Bi RNS. He has been making a seri 5 of studi 5 for me wu the 


‘ 
eld of construction, particularly in the field of public works. He 


.e Bureau for his 


LiLs 


ct 


a great deal of experience in that area and has been very helpful 


PROJECTS UNDER STUDY BY PRIVATE AGENCIES 


Mr. Jonas. Perhaps you might like to indicate for the record some 
brief facts about the two projects you have under way. 

Mr. Burns. Yes. One is a stud) of economic forecasting which is 
being done by the National Bureau of Economic Research, the agency 
from which I am on leave, under the direction of Dr. Geoffrey H 
Moore. Another is a study of contracyclical policies. That is being 
done by an organization sponsored by the National Bureau, known as 


1e Universities-National Bureau Committee. The latter organiza- 
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Ja 
tion joins the efforts of some 25 of the great universities of this country 
under the leadership of the National Bureau of Economie Research, in 
the entire field of empirical economic study. This organization is now 
planning to enlist economists from all over the country to work on thi 
the problem of business cycle policy. The first conference grow Ing out 
of this research will be held in October, and I look forward to a con 
tinuing series of conferences and to papers that will be publishe 


1] ' 
eventually over the ne3 


t vear and a half or 2 years. 
Mr. Jonas. What will be the expense to the Government of thos« 


studies? 

Mr. Burns. The expense as now contemplated is precisely zero 
However, | would not want to exclude the possibility of an item of 
travel here and there, or some other incidental item that might arise. 

\Ir. Jonas. What about printing and reproduction? 

Mr. Burns. I do not « xpect the cost of printing will be borne by the 
Government In fact, | am quite sure it will not be. 

Mr. Jonas. You think the Bureau will pay that? 

Mr. Burns. Yes 

Mr. Jonas. It 


> 


will furnish the result of the survey and study com 


Mr. Burns : here is, night say, also some work being 
the Committee on Kconomic Development which will be made 
available / 


ie to tl Council without cos 
T 
Mr. Jonas 


Have you assigned the projects? 

Mr. Burns. No; that was worked out by them They took the 
initiative. They have, however, consulted me about their plans. | 
have found that their plans harmonize fairly well with my own thin! 
Ing, d I have asked them to make the results of their work avaiiabl 
to me when thev become available to the staff of the Committee on 


Keconomie Deve iopment, and that W ill be done. 


Jonas. What about the item ol travel, where you have a round 
$10,000? That is pure cuesswork: is it not? 

That is pure guesswork, or it is almost pure guesswork 

; o | can say about that is this: The figure is high, | 

believe, in relation to the past expenditures of the Council. I made 

it high deliberately, because I look forward, as I have tried to indicate, to 

the use of consultants, to bringing in part-time people for brief per- 

iods. This particular category of expense may, therefore, well turn 

out to be higher than any one of us would like, but I think the money 

‘t 


; 
Spent 


will be we 

Mr. Jonas. Is any travel contemplated by t 
of the staff out of Washington? 

Mr. Burns. Yes 

Mr. Jonas. Of what will that consist? 

\ir. Burns. It is hard to anticipate. But let me tell you the kind 
of travel | have done thus far. I have been attending a monthly 
meeting of a group of business economists in New York City. Sec- 
condly, I attended a meeting in Princeton of university people con- 
cerning themselves with business-cycle problems. There will be 
meetings of that tvpe on the part of members of the Council. 


he Council or members 
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COMMUNICATION SERVICES 


Mr. Jonas. The next is “Communication services.” | assume that 


means telephone and telegraph, and so forth 
Mr. Burns. Yes; largely telephone That figure was drawn up by 
an assistant of mine I have not checked 1 He t me that it is 


in line with past expenditures by the Council 


PRINTING AND REPRODUCTION 


Mr. Jonas. ‘‘Printing and reproduction’, $15,000, seems rather 
high. Is that for the printing of the economic reports? 

Mr. Burns. Yes; 1 looked into that some. Iam not able to justify 
it in detail, but the cost of printing the January Economic Report 
bv the President in the past has been in the neighborhood of $10,000. 
And there have also been other reports. So the figure, in the light 
of earlier experience, seems reasonable, but I cannot say whether 
our expenditures will be that high or higher. They might well be 
lower. 


CONTRACTUAL SERVICES 


Mr. Jonas. What to you expect to buy in the way of other con 
tractual service? Does that include reimbursable expenses to other 
agencies, or what does it involve? 

Mr. Burns. That includes two types of expenditures. The first 
is payment for services to the Council re ndered by other agencies of 


the Government Now, the Bureau of the Budget has been handling 
personnel records for us, and that seems an economical way of dome, 
it. Payment will also have to be made to the Civil Service Commis 
sion 

Mr. JONA . That service that is performed by othe avencies 
$15,000. I was speaking of the item of $17,500 “Other contractual 
services.’ 

Mr. Burns. That is a very uncertain item. I have put it in to 
Covel the contingency of having some research work undertaken 
outside the Government and having to pay for it. As I have tried 


to explain prey ously, | expect a creat deal of that to be done withou 
any cost to the Government, and Inhy effort will be to arrang Dil 
in that fashion. . I hope to be successful in this. But I cannot expect 
to be successful in each and eve ry direction and I have put that item 
in there to cover that contingency. Whether Wt will spend that sum 
or anything like it, or a larger sum, I am unable to say 

Mr. Jonas. Just briefly, how would vou go about fixing upon a sum 
to pay a university, say, to carry through to completion a research 
project? 

Mr. Burns. A project plan would be drawn. That project pla 
would include, besides a statement of the problem and procedure fo 


handling it, a budget and something about the staff organization anc 


the kind of staff needed Lo carry out the study. A reasonable S n 
would be fixed to cover those « xpenses To be sure. I would trv to 


have the collaborating organization cover as large a part of the cost 
as possible perhaps LOO percent of the cost 
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SUPPLIES, MATERIALS, AND EQUIPMENT 





Mr. Jonas. Supplies and materials, I assume, would includeypaper, 
pens, ink, and so fortl 

Mr. Burns. Yes 

Mr. Jonas. And equipment? 

Mr. Burns. That is an arbitrary item. There may be no expendi- 
tures at all, at his is based on 

Mr. Jonas. Where did you get the equipment you now have 
irom (rene ral services? 

Mr. Burns. [ am unable to answer that question. 

Mr. Jonas. That includes typewriters, adding machines, and the 
like? 


Mr } 


' alae: ho L ‘ 
and caiculiating macnines, 


Y< S. 












TAXES AND ASSESSMENTS 








Mr. Jonas. ‘“Taxes and assessments,” I assume, involve payments 
into the retirement funds—social security and so forth. 
Mr. Burns Social security payments 


















COMPARISON OF BUDGET ESTIMATE WITH 1953 APPROPRIATION 








Mr. Jonas. Can you tell us, Mr. Burns, how this total budget 


item compares with what was spent last year by the Council? 


total 


, 


Mr. Burns. I cannot tell you that exactly, but I believe the 
expenditure was approximately $300,000. 

Mr. Jonas. You could get that information? 

Mir. Burns. I could get that information very easily. 

Mr. Jonas. I think we should have that put in the record. 
Mr. Burns. Yes. Of course, it is well to note when you speak of 
“last vear,”’ the fact that the Council had an appropriation for only 
9 months of the fiscal year einding this June 
1 you now about the 3 months’ expenditures under the 
Office of the Economic Adviser 

\Ir. Jonas. You had only $25,000 for that? 


r. Burns. No We had $50.000 


M 

Mr. Jonas. You had some money from the President? 

Mr. Bur» No; from the Congress. The House voted $25,000 in 
its bill, as | remember, and the Senate in its version voted $60,000. 


The bill went to conference, and the sum of $50,000 was agreed upon 


and became law That is the amount that has been available to me 
for this 3-month period, and of that amount I will have spent, | 


ing ho it as spent tor comparative purposes 
Burns. Ye for this 3-month mterval? 

r JONAS For the 3-month interva 
r. Burns. I have that nov r 


I. 
I Ww. hey are estimates, of course, 
through June 30 


Ir. Jonas. Of course, we have 2 weeks yet to run in June. 

Mr Br RNS. Yes 

Mr. Jonas. Let the record show that for the fiseal vear 1952 the 
actual expenditures amounted to $317,356, and for the fiseal vear 


1953, from July | to March 31, the appropriation was $225,000. 
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Do you have these figures ready now? 
Mr. BURNS. Yes. These are estimates through June 30. and they 
may be off some. 


PERSONNEL AND OTHER OBLIGATIONS UNDER PRESENT ORGANIZATION 


Personal services, $16,762.60; consultants, $1,600; travel, $382.12 
communications, $50; printing and reproduction, $26; other contra 
tual services, $2,550 (this is payment to the Bureau of the Budg 
entirely ); supplies and materials, $550; taxes and assessments, $29.01. 
The total, if the arithmetic is correct, 1s $21,949.73. 

You understand, of course, Mr. Chairman, I have been oper: 
th a skeleton organization. 

Mr. Jonas. How many people have you had on the sta 


Mr. Burns. I have 


2 economists on the permanent 
consulting economists; 


2 statisticians; 3 secretaries, 1 of 
perhaps half of her time to statistical assistance; and 1 


chauffeur | should expla ni th it h : salary s not included 


[ have given you, because it is now being paid by another ag 
! 


the Government. I just learned about that this morning, 
cannot tell you the precise details. l believe he used to worl 
one of the armed services agencies, and I think that agene\ 
tinuinge his salary until it beeomes clear whether the 

to continue operating in the future, so that he wi 
That is the explanation I got this morning from my administrat 
assistant 

Mr. Jonas. What are his duties? 

Mr. Burns. He does three kinds of things—messenger work; 
handles mimeographing: and he serves as a chauffeur. 

Mr. Jonas. Does the Council have an automobile? 

Mr. Burns. The Council has an automobile. 

Mr. Jonas. You are not asking money for a new automobile. This 
one the Council already has comes under travel, 1 suppose 

Mr. Burns. No. I think that would be under services performed 

Mr. Jonas. Services, supplies, and materials, gas and oil. You 
purchase FAs and oil out of item 08? 

Mr. Burns. I am not entirely sure whether it is there or under ser 
ices performed by other agencies. I think the Council had a contract 
with the General Services Administration whereby it paid a certain 
sum—$300, I think—for servicing, the car. 

Mr. Jonas. Anyway, the automobile was in the possession of the 
Council when you came on the scene? 

Mr. Burns. Yes. 

Mr. Jonas. What kind of car is it? 

Mr. Burns. I believe it is a Pontiac. 

Mr. Jonas. You are not asking for any additional automobiles? 

Mr. Burns. No. 

Mr. Jonas. That suits the committee very well 

Mr. Burns. No: 1 certainly am not asking for that, and the act 
amount of use of the automobile would be small, I suspect 

Mr. Jonas. Thank you very much for answering my questior 
The other members of the committee will have other questions 
ask you. 





FOR CONTINUATION OF COUNCIL OF ECONOMIC ADVISORS 


THomas. I will be brief. Does not this supplemental estimate 
of $300,000 represent a complete change in the original plans as 
submitted some 60 or 90 days aco with reference to the Economic 
Advi he President? 

[ shall answer your question fully, but J am a little 
ifused by the word “supplemental” in your question 
Mr. Thomas. This is a supplemental appropriation. We hereto- 


fore appropriated $50,000 It is m\ understanding it was the inten- 
tion of the administration at the time we considered the original 
estimate that there would be no council of Economic Advisers but 
that there would be an Economic Adviser to the President. 

Mr. Burns. My understanding, Mr. Thomas, is that at the time 
when the sum of $50,000 was voted for the Economic Adviser there 
was a little uncertainty within the administration concerning the plan 
that would be ultimately proposed to the Congress, and that uncer- 

Ly has now been resolved 

Mr. THoomas. Anyway, does this represent a reversal in the thinking 
of the administration with reference to the Council of Economie 
Advisers or the Economic Adviser—either way you want it? 

Mr. Burns. I would not deseribe it myself, Mr. Thomas, as a 
reversal of the thinking 

Mr. Tuomas. What is it? 

Mr. Burns. When I arrived on the scene, | found I was requested 

tudy this problem. That was the first thing put into my lap. 
. Tuomas. This item of $300,000 in the supplemental, then, for 
cal purposes, carries forward the Couneil of Economic 
has existed since 1946? 
That is correct 


Was the $50,000 in the form of a supplemental for 


tended for an appropriation to carry on the work 
or the Adviser for the fiseal vear 1954? 


Well, all 1 know of that figure of $50,000 is that it was 


by the Congress—this is my undersitanding—with the 


mtion of continuine the work that had prey iouslv been done by 


ie Council until this question of the ultimate organization of eco- 
nomic advice within the Executive Office is decided upon. It was an 

interim arrangement 
é this estimate clearly decides the question and 
question in favor of continuing the Eeonomic Council? 

RNS That is correct 
THomas. To the same degree, as far as the activity is con- 
. 1 or 


STAFFING NEW COUNCIL OF ECONOMIC ADVISERS 


Mr. Tuomas. You call for an average employment of 28 positions 
through fiscal vear 1954. How many do vou have on the payroll as 
of todav? 

Mr. Burns. Including myself and not counting the messenger- 
chauffeur, who is not being paid by us at the present time, the number 
is 10 
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Mr. Tuoomas. Will vou have any difficulty in staffing the rem: 

ere of 18? 

Mr. Burns. I anticipate some difficulty, Mr. Thomas, in the sense 
if findine good people 

Mr. Tuomas. How long would it take vou to get these people and 

them working on the job? 

Mir. Burns. I cannot answer that, Mr. Thomas 
\ 


ry rh no ar : ( ' 
Vit | HOMAS Iwo or 3 months, of davs or 1) GAVS 
1 


r. Burns. I would like to think it would take less time than that 


Vi 

t, of course, I cannot say I have had informal conversations 
been carrying on infermal conversations during the last few 
not, of course, committing the Congress, which I obvious! 


io, or even myself, 


‘HOM AS You cannot do the impossible; car you? 


( 
VI BURNS But I have been taking whatever steps | prop 


n to expedite the stafling ot the Coun 
Mr. THomas. Are these 10 people now on payroll people who 


ere formerly engaged in this same work, or are they new people you 


ave brought in? 


Mr. Burns. There are some of each 
Mr. THomas. About 50—50' 
Mr. Burns. No. Of my present staff, 1 ' six who were em 
by the Council when I arrived there. I have 1 more person, 
: ; ' 
consultant, who had been an employee ¢ © Council previously 
who left about 2 or 3 vears ago 
Mr. THomas. | certainly want to commend vou on your undei 
iking. You certainly bring to the Council a wealth of experten 
Ce rtainly vou should be able to render outst: nding service 
I notice vour } PG er er 
it notice youl predecessors In omece had about the same pers mone! 
tun that vou have. and their travel last vear as 1 SOO 
bude tL request here of SLO.OOO 
Let me talk to you in some 
] 


ecalecessors 
This organization is set up to advi » | ident, whomever 
ppens to be, regardless of pat ) oO ral economic trends of 


4 ( 7 . ety i ; { l 
‘country and so forth, lookit ; tli } it and so torth 


} 4 
rather broad assignme , al he ret rouge it cove thye 


hole waterfront 


PRI LN I RE ECONOMIC Ol 


hor izon 


What is the present outlook cvenerally on the economi 
what does it look like to vou? i a rec i the , As 


of today, you have practically 
. ws 

ut 62.3 million, | believe 

3urns. Thereabouts 


) 

| 

I 
> 
) 


is 1.3 million. 

Mr. Tuomas. What is the recent change in interest 
Fed ral Rese rve and the ‘Treasury gyoing to do Lo business; 

ne to affect agriculture; how ts it going to affect the housi 
em: how is it going to affect employment: what is vou 
hose lines? 


Mr. Burns. Congressman, those are very important « 


l am now trving to study 





Mr. Tuomas. That is exactly why you are here—to come up wit! 
some answers to those more Ol less 5 or 6 interrelated problems 
When you have done that, you have done exactly what you cam: 
down’ here to do; is it not?) What is the outlook now; what does tl 
increase in interest rates and the tight money policy look like to you 

Mr. Burns. I am studying that at the present time, and I hesitat 
to discuss the matter until mv own understanding is clear. 

Mir. THomas. You know, it is peculiar, but we have had at least 

veral of your predecessors before this committee in the last 5 or 

and they took the same position you . Thev alway 
tated. Well, what effect is the tigh money policy the hai 
money policy, or whatever policy you want to call it going to hay: 


6, or 9 months from now? Is there evidence on the horizoi 


oing to slow things down, or is there evidence on the horizo 
A 


- ' , ) a | ’ +? 
3; 7volng to increase Industrial activity and employme L! J 
} . 5 ] ] 9 : , 
qaoes 1b 1lOOK UWKe TO Vou! 


tin a position to answer your question respon 


lI, you are geoing to have to advise the Presider 
ver) ions I have mentioned to you; are you not? 
But Ns nd I shall do the very best IL can, which is what I : 
snow. I must feel free to say that I do not know the answer 
this or that question, and to put fences around my own knowled 
Let me say only 

\ir THom AS. Is this expenditure of $300.000—as money goes, it 
small, particularly in view of Federal appropriations generally—but if 
we cannot come up with some answers, is it worthwhile to expend thx 
funds? 

Mr. Burns. If I thought it was impossible to come up with any 
answers, why, I myself would not be in this room now. I have com 
here at considerable personal sacrifice 

Mr. Tuomas. I can well imagine that. Your experience and back- 
ground clearly indicates that. Private industry would pay a man 
of vour ability far more than the Government. 

What is the thinking of economists generally? You are in contact 
with the Committee on Economic Development; you are in contact 
with outstanding economists on the theoretical side in the colleges 
and universities; vou are in contact with Government economists. 
What is the ren ral thinking of the profession? 

Mr. B Ns. Le me answer that by speaking first of practical 
then of the professional people. The sentiment of the 
country, as I gage it from my seat, is approximately as follows. Labor 
organizations and their economic staffs are opposed very seriously to 

] 


‘credit policy now being pursued by the Treasury and the Federal 


peopl ana 


w 


rve System. Agricultural organizations, I think, are mildly criti- 
severely critical. None are enthusiastic about it, 

een able to discover. The opinion of businessmen 

ivided on this question, aba Lt cannot! discover any 


ing approximating that. 
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ECONOMIC CONDITIONS IN HOUSING CONSTRUCTION 


Mr. THOM AS Well. take how the housing field alone Wh a 


house is constructed, as you well ky Ow, the construction of that ho Ist 
ould touch liter: lly dozens of facets of our economy, and housu 


construction has fs allen off. Kirst, mortgage money 


was in hiding 


Mr. Burns May | I inject just a word? You say housing construc 
tion has fallen off. ‘The only evidence of that that I know of tl 


decline in the month of May 
notorious for their irrecularity 

Clin iit occurred. 

Mr. THomas. I understai 
that the starts in this fiscal ve 
1 million mark achieved in 

Mr. Bi S : 

Mir. THom 


districts, and the ll me 
if the that exist 
won't ’ * 70 percent ¢ 
oing to | And those b 
now, because thev are going to have to furnish 
from which all statistics are compiled 
Getting back specifically to the increase in int 


thought that would bring mortgage money from hidins 
the r 


What is going to be the answer 1 


ila 


ites and now the mortgage mon: 


Mr. Burns. Mortgage money 


man To the best of my knowle 


closely, and I ma he mistake 


! + | 
new mortgage financing has been 


peaks 
an 


\Ty understanding Is just » OPposlte 


M HOMAS. 
Mr B D You May be right 
M 


ner M | live in Houston, : ery tast-growll 


Valial 
They say there is plenty of money available—rather, they hope 
available—if further discounts are permitted in addition to the in 
in interest rates. 

Mr. Burns. On VA mortgages 

Ir. THomas. Yes 

Mr. Burns. That has become a real problem there 

Mr. THomas. On VA and FHA as well 

Mr. Burns. The VA situation looks the more serious. But | 
not at all sure there is any conflict between us ‘ongressman, i am 
thinking and speaking of the recent past. The people who 


people ther tell me that there is very little morgage money a 


1S 


Cre“use 


am 


talk to 
you are thinking of future developments, of the shape ot things to 
come as they see it, and it may well be that they are right. But, of 
course, let us not lose sight of one point, which is this, that the home 
builders are now clamoring not for a lower rate of interest but for a 
higher rate of interest, expecting that a higher rate of interest will 
call forth mortgage money and thus the funds ne 


eded to keep house 
construction going. 
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‘Ir. THomas. Yes; that is so. In other words, they cannot get 
any money now, and they figure, if they increase the interest rate 
hich they can pass on to the consumer, whe ther a veteran or non- 
eteran; Whatever the amount is, the ultimate purchaser of the house, 
hether he is a veteran or a nonveteran, pays, and the net result of 
the inerease in the interest rate and the tightening up of the money 

is to slow down construction of new houses. 
Krurecer. May I interject there? Do I understand from this 
nt you have just made that the Veterans’ Administration is 

he higher rate of interest? 
- No: I have not made that 

s. They did approve course e half of 1-percent 


interest Mii Kr leger was addr 31) o himse If to WV hether 


ere approving an additional increase over and above 
crapted 6 months ago. 
re is quite strenuous objection to a higher 
every wher 

NARY AND DEFLATIONARY PERIODS 
It appears, if | understand the situation correctly 
Various newspaper articles and trade jour als, that 
oht money policy of the administration is to pre- 
’ the head of the Council of Economic 

think we are still in an inflationary period? 

Burns. Mr. Thomas, the last 2 years have been very interest- 
an ecomomist You have on the one hand commodity prices, 


] 


the spring of 1951, moving downward on the average, a little, 


] 11x 
RMaUaLLY. 


Mr THOMAS. What is the situation as of today ? You have been 

the White House 60 or 90 days. What is your opinion as of today? 

re we in an inflationary period, or have we leveled off, or are we ma 
pe riod of deflation, or entering into a period of deflation? 

Mr. Burns. Congressman, | can only answer in this way: If you 
look at the behavior of prices and at that alone, you might easily come 
out with the conclusion that we have entered a deflationary period. 
If, on the other hand, you look to the industrial sphere of the economy 

nd find, as you do, production going up, employment rising, unem- 


oyment shrinking, the question is bound to come up in your mind 
] 


hee the decline in prices that has been taking place can well con- 
id whether, in view of the continued growth of output and 
nt, and the virtual disappearance of unemployment, new 
rd price pressures will not develop in our economy. Once 
that line of thinking, then look at the behavior of commodity 
in some detail, go behind the overall indexes, find that the 
‘line has been concentrated in the farming field, and that in certain 
of industry prices have been definitely rising over the past 6 

ihs 
omas. [noticed an article in one of the local papers yesterday 


et that unemployment was on the rise in the District of 


and surrounding territory. 


not know where that information came from, 
“1 States Employment Service, the Bureau 





of Labor Statistics, or where Is that purely local, within an area of 
50 or 75 miles of the Capital of Washington, or is it becoming more 
or less a general pattern? 

Mr. Burns. It is by no means a general pattern. You have some 
significant unemployment in a few textile towns in Massachusetts and 
North Carolina; in some mining towns in Pennsylvania; in som 
lumbering centers out on the Pacific coast; a little in Atlantie City, 
N. J.; but by and large, unemployment just does not exist as a 
national problem at the present time 

Mr. THomas. Doctor, you economists are like us lawyers, we 
give you the right answers if you let us put enough “ifs” and ‘“ands”’ 
In if Is it vour opinion as of today that we are entering into a period 
of deflation or inflation? 

Mr. Burns. I do not feel qualified at the moment to answet 
question categorically 

Mr. THomas. That is fair enough No further questions 


EFFECT ON ECONOMY OF INCREASED COST OF STEEI 


Mr. ANpREws. Do you have any opinion as to what the 
in cost of steel will have on the economy of the Nation? 
roing up about $4 a ton 

Mr. Br RNS Yes, | have an opmion about that | do not know if 
it is worth very much. 1 have not studied the matter. If you will 
keep in mind that 1 am not really prepared to discuss that question, 
I am perfectly willing to talk. 

Ir. ANprews. That is what we want; your opinion 

Mr. Burns. My opinion is that the rise in the price of steel will be 
absorbed by a very large portion of the manufacturers using steel 
They will put up with the increase in their costs and will not rai 
their own prices. I expect that to happen in the construction 
industry; I expect that to happen in the automobile industry 


r OF INCREASE IN COST OF STEEL ON AUTOMOBILE INDUSTRY 


Mr. Anprews. As a matter of facet, automobile manufacturers 
have been cutting prices for the past 3 or 4 months 

Mr. Burns. Just a shade, ves, and the prices of used cars have been 
slippi ig for 5 or 6 months. Used-car inventories are high, and, besides 
that, the automobile manufacturers are now engaged in what some 

ple | | : Sats trueele for tl : 
people have descri ed as an intense competitive struggle for theu 
so-called proper share of the market. In an environment like 1 
I should not expect the rise in the price of steel to be reflected in hig 
prices of automobiles 


Mr. ANprEws. I noticed vest rday in the papers where the produc- 


“il 
a 


h 
rh 


tion last week or the week before of passenger automobiles 
( 


approximately 142,000, as against about 92,000 in the samé 
last vear. I also read recently where every automobile dealer 
Nation had an average of 13 new carson hand. Do you see any slow- 
ing down of production in the automobile field if that trend continues? 
Mr. Burns. I am not worried by the inventories of the new- 
dealers; but a little slowing down in automobile production 
. ! 


this is an offhand opinion, Mr. Congressman—would in my judgn 
be a good thing at the present time 
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Mr. ANprews. That could only mean unemployment in that field, 
could it not? 

Mr. Burns. No. You could have a little slowing down without 
any increase in unemployment by reducing working hours. 

Mr. ANDReEws. Which would reduce the income of the workers. 

Mr. Burns. That is perfectly true, but that does not mean unem- 
ployment. At the present time we not only have in our economy a 
re markably low rate of une mployment, but a large portion of manu- 
facturing industry—that is particularly true of the durable-goods 
manufacturers—is operating on an overtime basis. If output declines 
the first thing that manufacturers will do is to cut hours rather than 
the number employed. 


DECREASE IN PRICE OF FARM COMMODITIES 


Mr. KrurGer. Some segments of our economy, for instance 
labor, has received an increase recently in the hourly wage scale 
I come from a farming section in North Dakota, and there is a definite 
decrease in the price of farm commodities. 

Mr. Burns. Very definite, yes. 

Mr. Krueger. There does not seem to be any coordination there. 
One goes up and one goes down. 

Mr. Br RNS That kind of thing occurs generally, Mr. Concress- 
man. Take the period of the thirties. It was a period when industrial 
wages kept on rising significantly, whereas the wages of farmhands 
kept on going down and down. 

Mr. Krueger. And farm commodities also going down. 

Mr. Burns. Not in that period. The income of farmers during 
that period was, on the whole, rising. 

Mr. Krugcer. Whenever farm prices decline it seares me a little 
bit, because practically every depression has been preceded by a 
farm price dec] 

Mr. Burns. That is not my impression, Mr. Krueger, but 
happened often enough to make your fears understandable to me. 

Mr. Krurcer. You do not think there is this prospect at the 
present time? 

Mr. Burns. Prospect of 


Mr. Krurcer. Of a depression, or a deflationary period, whatever 
you call it. 

Mr. Burns. I am a very poor prophet, Mr. Congressman. 

Mr. Jonas. Thank you, Mr. Burns. 

Mr. Tuomas. Thank you, Doctor. It was nice to see you. 

Mr. Burns. Thank you. I think you all have been very good 
to me 





MONDAY, JUNE 22, 1953. 
UNITED STATES CIVIL SERVICE COMMISSION 


INVESTIGATIONS OF UNstTEep States CirizENs FOR EMPLOYMENT RY 
INTERNATIONAL ORGANIZATIONS 


WITNESSES 


PHILIP YOUNG, CHAIRMAN 
DAVID F. WILLIAMS, BUDGET OFFICER 


Mr. Jonas. We have now for consideration a supplemental budget 
request from the United States Civil Service Commission for investi- 
gations of United States citizens for employment by international 
organizations. The supplemental estimate for 1954 1s $1,550,000, and 
is contained in House Document No. 162. 

We have before the committee to discuss this request, Mr. Philip 
Young, the Chairman of the Civil Service Commission, and Mr. David 
F. Williams, Chief of the Budget and Finance Division of the Civil 
Service Commission. 

Mr. Young, we are glad to have you back. <A few weeks ago we 
had the privilege of hearing you testify and meeting you. Would you 
like to make a preliminary statement? 

Mr. Youna. | have a short prepared statement which I would like 
to offer, Mr. Chairman. 

Mr. Jonas. All right, you may proceed with it. 


GENERAL STATEMENT 


Mr. Youna. Mr. Chairman and members of the committee, the 
program of investigation of United States citizens already employed 
or seeking employment in international organizations was established 
by Executive Order 10422 on January 9, 1953. ‘This order sets forth 
the standards and procedures for making available to the Secretary 
General of the United Nations, and also to the executive heads of 
other international organizations, certain information concerning 
United States citizens employed or being considered for employment 
by such organizations. The procedure is primarily concerned with 
the screening of these employees or prospective employees, and with 
placing in the hands of the heads of such organizations information 
which will make it possible for them to come to a decision as to whether 
such individuals are, have been, or are likely to be engaged in sub- 
versive activities against the United States Government. 

On June 2, 1953, Executive Order 10422 was amended by Executive 
Order 10459. ‘The amended Executive order provides for the estab- 
lishment in the Civil Service Commission 
ganizations Employees’ Loyalty Board.” 


f an “International Or- 


of 

This Board is required to 
make the necessary rules and regulations for the execution of its 
functions, and to provide for hearings, including the right of the person 


to be represented by counsel, to present witnesses and other evidence 
in his behalf, and to cross-examine witnesses offered in support of any 
derogatory information. ‘The Board is required to conduct its hear- 
ings in such a manner as to protect from disclosure information affect- 
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ing the national security. The Board makes its determinations in 
writing and supplies to each person who is the subject thereof a copy 
The results of all investigations, including advisory determinations 
made in loyalty cases, are made available through this Board to the 
Secretary General of the United Nations or the executive head of 
another international organization 

Under these Executive orders investigations are made by both the 
Civil Service Commission and the Federal Bureau of Investigation 
Funds for this purpose, in the amount of $1 million, for fiscal year 
1953 were provided by the Congress in the Second Supplemental 
Appropriation Act, 1953. The Federal Bureau of Investigation con- 
ducts full field investigations in all cases involving employment on the 
internationally recruited staff of the United Nations or other inter- 
national organizations; that is, persons hired under quotas established 
among participating nations. The Civil Service Commission con- 
ducts full background investigations on all cases involving employ- 
ment on the locally recruited staff of the United Nations or other 
international organizations. ‘“‘Locally recruited” refers to those per 


; 


sons hired In pos tions tor which ho quotas are established. 


The results of all investigations are made available through the 
cretary of State to the Secretary General of the United Nations 


) 
ne executive head 


s of other international organizations of which 
United States a member. In that connection, I would like to 
emphasize that it } he function of either the Civil Service Com- 


mission or the Federal Bureau of Investigation to make decisions as 


{ 
‘stigated shall be retained on the job o1 


tion for employment That is a matter 
Secretary General of the United Nations or the 
CAnNizZatlon concerned, 

appropriation request transmitted to you by the President is 
amount of 550.0 With the approval of the Bureau of 
’ his request downward by $350,000, 
| requirements for fiscal year 1954, $1,200,000. The 
requirements results from the recent amend- 
ler 19422 making it unnecessary that full field 
«| for appointees serving 90 days or less 
stigation will be limited to a reference 

led in the revised Executive order 
for the fiscal vear 1954 and are necessary 
the Civil Service Commission and the Fed 
ration to discharge their responsibilities under 

1 


provisions of the executive rer ‘eTerred to. Since there are 


nas col a ‘CC i) th ‘eeulear |! udget estimates, it Is neces- 
sary to see! upplemental ion at this time. 
We will be pleased to dise any of the aspects of this program 
in whatever detail the committee may desire 
I would just like to point out, Mr. Chairman, that in this situation 
we are doing a service job under the terms of this Executive order. 
We have no responsibility in the Commission for making final deter- 


minations with respect to the lovalty of these people. 
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DIVISION OF WORK BETWEEN THE FEDERAL BUREAU OF INVESTI! 
AND THE CIVIL SERVICE COMMISSION 


Mr. Jonas. Iam not clear as to the meaning of the first sentences 
the next to the last paragraph of vour statement, Mr. Young 
sav, ‘The funds requested are for the fiscal vear*1954 and ar 
sary in order to permit both the Civil Service ( mission 


Federal Bureau of Investigation to discharge their responsibil 
and SO forth Do these hun Vou request includ funds 
agvenctl sf 

lt Y ¢ { Yes, this Is | total requlre i {fol both 
Service Commission and the Kee ‘ral Bureau Ol Investigation on 
rogram 

Mr. Jonas. How will you make an allocation of funds as 


he FBI and the Commission? 
Mr. Wiituiams. We are billed by ‘BI as they make inv 


tions, and are paid out of this appropriation here are tables in th 


; : See ' 
justiiications showing the distribution of workload and cost 


ments of the two agencies 


Mr. Jonas. The reporter will insert pages 6 and 7 
in the record at this poimt 


The pages referred to are as follows: 








2 


+ 


5 
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TABLE II.—Summary of cost requirements 


COST TO FEDERAL BUREAU OF INVESTIGATION 











t Number of Cost per | ,- 
inctior al cost 
Function cane unit | Total c 
Name checks 3, 988 $1.18 $4, 706 
Full field investigation RRO 502. 17 446.4 
Preliminary loyalty inquiries R2 8, 21 
Full field loyalty investigations t 186, OR1 
Total 645, 433 
COST TO CIVIL SERVICE COMMISSION 

National agency check ¥38 $2. 50 $2, 345 
Background investigations 1, 992 20. 00 458, 160 
Loyalty advisory opi ms 56 180. 00 64, O80 
litabllity summaries fi3s 22. 00 14, OS€ 
Review of clear cases 2, 904 5.3 15, 046 
Total 54, 567 
Total cost 1, 200, 000 


INVESTIGATION To Br Mapeg 


By the Civil Service Commission 


a) A full background investigation is made in all cases involving a United 
States citizen employed or being considered for employment for a period exceeding 
90 days on the locally recruited staff of the United Nations or other international 
organizations of which the United States Government is a member. The locally 
recruited staff are those persons hired in positions for which no quotas are estab- 
lished. These investigations are similar to those required of the Commission 
by Public Law 298, 82d Congress, for employees of the Mutual Security Agency, 
the State Department, and other agencies covered by that law 

(b) A check of specified records (National agency check) is made for short- 
term (90 days or less) appointees or potential appointees to positions on the 
locally recruited or internationally recruited staff of the United Nations or other 
international organizations of which the United States Government is a member. 


By the Fede ral Bureau of Inve stigation 


(a) A full field investigation is made in all cases involving a United States 
citizen employed or being considered for employment for a period exceeding 90 
days on the internationally recruited staff of the United Nations or other inter- 
national organizations of which the | nited States Government 1s a member. 
The internationally recruited staff represents those persons hired under quotas 
established among the participating nations for certain types of positions. 

(b) A full field lovalty investigation is made whenever, during the course of an 
investigation by the Civil Service Commission as described above, derogatory 
information with respect to loyalty is revealed. 


Mr. Jonas. Off the record. 

(Discussion off the record.) 

Mr. Jonas. The reporter will insert in the record at this point the 
names of the organizations under the caption, ‘Organizations for 
Which Investigations Are Made.”’ 

(The matter referred to is as follows:) 


ORGANIZATIONS FOR WHICH INVESTIGATIONS ARE MADE 


nited Nations 

Inited Nations Korean Reconstruction Agency 

Inited Nations Relief and Works Agency for Palestine Refugees in the Near East 
Inited Nations International Children’s Emergency Fund 

Inited Nations Edueational, Scientific, and Cultural Organization 

nternational Civil Aviation Organization 


a et ed ed ee 


85121—53—pt. 1——_35 

















World Health Organization 

Food and Agriculture Organization 

International Labor Organization 

In rnational Telecommunication Unio1 

World. Meteorological Organization 

International Bank for Reconstruction and Deve lopment 

International Monetary Fund 

Pan American Union 

Pan American Sanitarv Orga atior 

Provisional Intergovernmental Committee for the Movement of Migrants fron 


Kurope 


Mr. Tromas. I am not clear, Mr. Young, exactly as to the division 
of work between the Civil Service Commission and the FBI and the 
extent of that work. In the first place, your tables indicate many 
types of investigations, and your total runs up to almost 3,000. By 
this Executive order, are we going to investigate everybody « employed 
in the United Nations, certainly in New York, along with all the people 
employed in the International Labor Serailation, International 
Telecommunication Union, World Meteorological Organization, Inter- 
national Bank for Reconstruction and Development, International 
Monetary Fund, Pan American Union, Pan American Sanitary 
Organization, Provisional Intergovernmental Committee for the 
Movement of Migrants from Europe, and all this list set out on page 
4, including the United Nations Educational, Scientific, and Cultural 
Organization, and so forth, some 16 in all? Are we going to investigate 
all of our people in these organizations as well as all employees of those 
organizations, and if so, just what will the Civil Service Commission 
de and what will the Federal Bureau of Investigation do, and does this 
$1,550,000 pay for all investigations by the Civil Service Commission 
and the Federal Bureau of Investigation? ‘There are about 5 questions 
W rapped up in | 

Mr. Youna. Let me answer the last one first. This total amount 
requested is to cover the cost of both the Civil Service Commission 
and the Federal Bureau of Investigation for the investigations which 
will be 

Mi HOMAS.- Whom are we going to investigate? 


Tr 
Mr. Youna. We will investigate a 


applicants for employment to these 
organizations on page 4 


equire | 


Mir. Tuomas. I ask that the list of organizations be inserted in the 
record at this point 

Ir. Jonas. Thev are already in the record 
(The list referred to is at the top of this page 
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RSONS TO BE INVESTIGATED 




















Mr. Tuomas. Do these investigations cover foreigners too? 

Mr. Youne. No. Just United States citizens. 

Mr. Toomas. We will not iavestigate anybody except our own 
citizens? 

Mr. Youne. Just United States citizens. 

Mr. Tuomas. How many United States citizens are employed 1 
these 16 organizations set out on page 4, and how many non-citi- 
zens? Do vou have that information? 

Mr. Youna. I do not have that information. We can get it. 

Mr. Tuomas. Do vou have any idea? Are our people one-tenth or 
one-fourth or one-third of the total? Do you have a rough idea? 
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Mr. Youne. I would not hazard a guess. We have a lot of United 
States eitizens hired in secretarial and clerical work, which are in the 
categories covered by the “Locally recruited staff.” 

Mr. Tuomas. Let us say one-fourth are Americans and the remain- 
ng three-fourths are non-Americans. It is obvious three-fourths can 
outweigh one-fourth in any damage to be done through subversiveness 
f they want to do it 

Mer. Wituiams. For the technical staff which is referred to as the 
Internationally Recruited Group the total personnel requirement ts 
divided among the nations by quotas, but we do not know the extent 
of the United States quota as against the quotas of other countries. 

Mir. Toomas. And even though the only ones we are investigating 
are United States citizens, if the investigation turns up “X”’, let us say, 
who certainly has no business being employed in one of these organiza- 
tions, all we can do is turn the information over to the proper authority 
heading that organization, and his judgment prevails as to whether lh 
discharges him or keeps him on? 
Mr. Youna. That is right 

Mr. Tuomas. Off the record. 

Discussion off the record 

Mr. Anprews. Who employs the workers for the United Nations 
in New York? 

Mr. Youna. The Secretary General actually hires the emplovees, 
I understand 

Mr {nprews. Let us take Mr. X, a clerical worker for some 
United States agency. Who employs him? 

Mr. Youna. For a United States agency? 

Mii ANDREWS. Yes 

Mr. Youna. The head of the department. 

Mr. Anprews. Do I understand you to say if you find that man 
hired by a United States agency is unfit, the head of that agency 
cannot fire him? 

Mr. Younae. He can be fired under the President’s security pro- 
gram. You are talking now in terms of United States departments 
and agencies? 

Mr. Anprews. That is right. 

Mr. Youna. Yes, he can be removed by the head of the agency 

Mr. ANprews. What about this statement on page 5 that sa: 





ct 


it is to be noted that it is not the function of either the Civil Service Commissiot 


or the Federal Bureau of Investigation to make decisions as to ( er the per 

vestigated shall be retained on the job or be given further consideratio1 
employment That is a matter for decision by the Secretarv General of the 
United Nations or the head of the international organization concerned 


Mr. Youna. This whole statement refers to the investigation of 
applicants for employment by the United Nations or these othe: 
organizations. It does not affect United States ace neies 

Mr. Wiuurams. The United States does not control the people 
hired by these various organizations listed on page }. 

Mr. Jonas. Who gives you the names of the individuals to be 
investigated? 

Mr. Young. The State Department. They come from the Secre- 
tary General to the State Department for U. N. personnel. 

Mr. Jonas. And the State Department farms out the work between 
the Civil Service Commission and the FBI? 
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Mr. Youna. Yes. 
Mr. Jonas. You get the names of the individuals to be investigated 


from the Department of State and make your report to the Depart- 
ment of State? 


Mr. Youne. To the Secretary of State. 

Mr. Wixuiams. Who in turn funnels it back to the organization 
concerned. 

Mr. Jonas. I think it would be well to put in the record the para- 
graphs captioned ‘Investigations to be made—by the Civil Service 
Commission” and “By the Federal Bureau of Investigation,’ begin- 
ning on page 2 and extending through page 3 of the justifications, 
following the tables on pages 6 and 7. 

(The paragraphs referred to were inserted as directed.) 
Mr. Jonas. Thank you very much, Mr. Young and Mr. Williams. 
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Amounts available for obligation 


1952 actual 1953 estin 


ppropriation or estimate $86, 57 
ransferred from 
“Government and relief 
suant to Public Law 375, 82d Cong 
Salaries and expenses, Federal Bureau 
pursuant to Public Law 298, 82d Cong 


Adjusted appropriation or estimate 
Prior year balance availab 
Balance transferred to “Acquisition and construction of rad 
facilities, State’ 


Reimbursements fron 


otal available for iga i 
ilance available in subsequent year 
nobligated balance, estimated savings 


Obligations incurred 
Comparative transfer fron 
iovernment and relief in occupied areas 
“‘Mutual security, funds appropriated to t! | 
“Salaries and expenses, Federal Bureau o vestigation” 
“Foreign credits” available without purchase from appro- 
priated funds 
Comparative transfer to 
“Salaries and expenses, State’’ 
“Acquisition and construction of radio facil 


Total obligations 


Obligations by activities 


Description , 1953 estimate | 1954 estim 


Direct Obligations 


1. Field programs 
a. United States information service missions $18, $21, 610 
b. Office of field programs p J 661 
2. Media support services 
a. Press service 
6b. Motion-picture service 
c. Information centers service 
d. Educational exchange service 
¢. Radio broadcasting service 
f. Private enterprise cooperation 
3. Program direction and appraisal 
a. Office of the administrator 
b. Congressional and public information 
c. Development of policies and plans 
d. Evaluation 
e. United States advisory commissions and secretariats 
f. Regional bureau public affairs 
4. Administrative and management service 
a. Office of manageme 
6. New York administrative office 
c. Administrative support 
d, Security investigations 
e. Contribution to psychological strategy board 


Total direct obligations 
Obligations Payabl< Out of Peimbursements From Other Accounts 


1. Field programs: 

a. U.S. information service missions 
2. Media support services: 

a. Press service 

b. Motion picture service 

c. Information centers service 

d. Radio broadcasting service 


Total obligations payable out of reimbursements 
from other accounts 7 90, 517 170. 000 


Total obligations 96, 274, 980 95, 860, 722 














), 871 
A f ‘ 7. 94 
4 
A vie ia % 70 
4 , GS-8.1 
I ‘ 
A $7. 311 
A 30-4 
t r 
4 ¢7. ORO 
A : FSR-3.8 
\ $5 17 
4 } 8.9 
{ , 
A $1. 157 
I $24 ORT. 524 
I } O05 
Re la f 52-week | 10 20 
1 ent 2 618, 656 
ligatior 28 650. 40 
Direct Obligations 
I 28, 584, 62 
2, 485, 841 
) f 2, 795, 293 
( l 1. 695. 8¢ 
0 Rents and utilit 3, O81, 249 
i 2, 944, 626 
{ oO € 16. 609. 125 
S 7 , 13, 057, 809 
5 4 6, 421, 905 
09 Equip:ne 2,841, 455 
01 Grant ‘ i tributions 15, 592, 727 
15 Taxe la t 73, 944 
Total dire »b] 6, 184, 463 
Obligations Payable Out of Reimbursements From Other Accounts 
01 Personal service 65, 782 
O07 Other tractuol s¢ ( 24, 735 
08 Sup ind 
otal ot t le out of re bursements from 
thy t 90, 517 
tal obligat s 96. 274. 980 
Analysis of expenditures 
1952 actual 
T } 1 lated obligat tar f wear $50, 395, 589 
Adju ent t t : 1, 178, 102 
Oo ations incurred the vear 106, 925, 311 
158, 499, 002 
bursat »bligations 90, 517 
zations tr rred to ‘‘Acquisition and construction 
of radio facilities. State’”’ ae 
Unliquidated obligations. end of year 58, 763, 669 
Obligated balance carried to certified claims account 857, 958 
Total expenditures 98, 786, 858 
Expenditures are distributed as follows 
Out of « nt authorizations \ 98, 786, 858 


Out of prior authorizations 
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Obligations by objects 


1953 € 


1953 e 


100 











stimate 
10, 023 
UY 
Q 2 
$5, 690 
GS-8.7 
$7. 267 
O-4 
ex 39 
SR-3.8 


$1, 285 
216, 331 
64 ”) 





91, 312 


738, 688 


000 


~I 


stimate | 


, 763, 669 


537, 757 


, 301, 426 


170, 000 


) : 361 ), 938 


770, 


500, 000 
270, 488 


1954 estimate 
10, 512 
10,0 
GS-88 
$7. 61 





660. 098 
145, 220 


4.096, 823 





40 


16, 490 


87, OS6 


114, 5 


15, 800 


114, 515 


, 800 


1954 estimate 


$57, 360, 938 
“114, 515, 800 


171, 876, 738 





98, 736, 848 


76, 684, 000 
22, 052, 848 








Mr. CLEVENGER. 


sideration of the appropriation for the “International information and 


] 


educational activities.” 


SI 


MMARY 


We will insert in the record pages 2, 
| cations, which reflect a request for $8 
as follows: 


The information is 


educational a 


ee Summary of requirements, fiscal ye 
>R-3.8 Appropriation, 1953 regular act 
¢ Transferred from F Salaries and ex 
Gag penses, Federal Bureau of Inves- 
si tigation”? pursuant to Public Law 
sd 298, 82d Cong. (see note | 
9 Comparative transfers from ‘‘Mu 
an tual security, funds appropriated 
6,8 to the President”’ 
a) Informational media guar- 
anty program see note 
2 
41, 734 b) Information themes trans 
ferred from MSA to IITA 
R AR see note 3 





O} 


DEPARTMENT O} 


249 


REQI 


w 195 


$87, 3: 


5, 000 


975, 000 


) 
“vw 


200 


11, 449, 800 


4, 10 Comparative transfer to “Salaries and expenses 
2,7 State’”’ (see note 4) 
aaa Estimated savings, unobligated balance (see note 
7 O88 5 
15. 800 
1953 adjusted base for comparison with 
Deductions: 
1. Reduction in information 
themes transferred to ITA 
from MSA (from 
$11,449,800 to $7,000,000 $4, 449. 800 
2. Cancellation or radio facili- 
5, 800 ties contracts (domestic) 638, 550 
3. Elimination of radio language 
broadcasts 2, 373, 807 
1. Reduction in field programs 1, 420, 146 
5. Reduction in media support 
services 2, 994, 550 
i 6. Reduction in program direc- 
tion and appraisal 859, 243 
0, 938 
SOO See footnote at end of table, p. 550. 
t 738 
R, 324 
1, 566 
6. 848 
4,000 


) 848 


STATE 


r / 
wationa 


The committee will come to order 


IREMENTS 


3, and 4 of the revised justifi- 
7.9 million. 


nio 


S88, 300, 000 


11, 475, 000 


527, 500 


3, 200, 000 


1954 estimates 


$12, 736, 096 


for the con 


mation and 





$99, 775, 000 


= 721, 500 


96. 047. 500 
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Summary of requirements, fiscal year 1954-——International information and 
educational activities '—Continued 
Additions: 
1. Increased cost for operating 
overseas radio facilities (see 


note 6 $2, 804, 878 


2. Dollar cost for support of ex- 


panded Fulbright program 


Public Law 400 190, 717 
3. Expansion of Munich radio 

program center 809, 041 
4. Establishment of Beirut radio 

packaging center 86, 389 


5. Other annual cost increases 
see note 7 . 697, 571 
$4, 588, 596 


$8, 147, 500 


Total estimate for 1954 87, 900, 000 


1 Excludes no-year funds for construction of radio fa ties appropriated in fiscal years 1959 and 1951, of 
which an estimated amount of $17,519,144 will be unobligated as of June 30, 1953, Planned 1954 obligation 
against these funds are explained in the section of this budget tabbed ‘‘Acquisition and construction of 
radio facilities.” 


Analysis by activities 


Estimate, 




















Y project fy t luctior d s 
By proje on functio Deductions A ddition 1954 

1, USIS missions $31, 742, 200 $5, 858, 240 $354,910 | $26, 238, 900 
2. Office of field programs 619, 300 11, 706 8, 706 616, 300 
3 7. 742. 100 1 52 O15 10, 815 6, 600, 000 
4 icture service 7,12 300 699 10, 699 6, 403, 300 
5. Information centers ce 4, 225, 200 . 258 10, 258 3, 959, 200 
6. Eudeational exch ervice 6. 200. 000 0 209, 000 6, 409, 000 
7. Radio broadcasting servic 20, 816, 000 —3, 849, 035 3, 836, 435 20, 803, 400 
8. Private enterprise cooperation 118, 00 910 9, 710 124, 800 
9. Office of the Administrator 201, 300 -18, 714 3,914 186, 500 
10. Congressional and publi for ition 65, 700 0 16, 100 81, 800 
] Development of policies and plans 464,10 261 40, 161 504, 000 
12. Evaluation 650, 000 0 6, 700 656, 700 
13. United States advisory comn ons and secre 

tariats 71, 700 0) 2 73, 900 
14. Regional bureau public affair 900 141 2, ¢ 222, 700 
15. Office of management 000 6, 951 46, 575, 700 
16. New York administrativ ite 1, 611, 679 201, 436 16, 25 1, 426. 500 
17. Administrative support 13, 160, 021 —442, 730 3, 12, 720, 400 
18. Security investigatior 483, 000 — 188, 100 0 294, 900 

Subtotal___- 6, 047, 500 12, 736, 096 4, 588, 50¢ 87, 900, 000 


NOTES FOR “SUMMARY OF REQUIREMENTS” 


Note 1: Transfer from Federal Bureay of Investigation, $975,000.—The total 
estimated cost of security investigations in 1953 was transferred by FBI to IIA, 
pursuant to Public Law 298, 82d Congress, to be used to reimburse the Civil 
Service Commission for conducting such investigations incident to the appoint- 
ment of ITA personnel. Corresponding costs for 1954 are included in the appro- 
priation estimate 

Note 2: Informational media guaranty program, $25,200. Funds in this amount 
have been allotted to IIA out of funds appropriated to the President. This 
activity was transferred to IIA on July 1, 1952, by Executive Order 10368 
Corresponding costs for 1954 are included in the appropriation estimate. 

Note 3 Info mation themes transferred to IITA from MSA, $11,4 49,800. This 
amount represents obligations incurred by the Mutual Security Agency in fiscal 
year 1953 for certain information themes which in fis¢al year 1954 will be carried 
out by ITA. The transfer is made pursuant to the letter from the Director of 
Bureau of the Budget to the Secretary of State dated March 18, 1953. 

Note 4: Comparative transfer to the Department of State, $527,500. This item 
represents administrative support cost adjustments, based on studies conducted 
during fiscal year 1953. 
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Note 5: Estimated savings, unobligated balance, $3,200,000.—The Budget Bureau 
review of operations conducted in February 1953 pursuant to the President’s 
economy directive resulted in total reductions of $3,200,000 in fiseal year 1953 
Of this total, $1,000,000 has been transferred to the Civil Service Commission 
and $1,000,000 to the International Boundary and Water Commission in accord 
ance with provisions of Publie Law 11, 83d Congress The balance, $1,200,000, 
is held in reserve by the Bureau of the Budget 

Note 6 Increased cost for operating overseas ra lio facilities, 
tem consists primarily of costs on an annual basis for new overseas relay facilities 
Projects Jade, John, and Cast, coming into operation late in fiscal year 1953, as 
well as annual costs for operating expanded relay facilities at existing bases, 





$2,804,878.—This 


Salonika, Tangier, and Colombo. 

Note 7: Other annual cost increases, $697.571—This item ineludes net within- 
grade increases for American domestic and foreign service employees as required 
by law ($312,651); local salary increases resulting from Wage-secale studies in 
countries where the cost of living has been increasing, and standard cost-of-living 
nereases in certain countries pursuant to 22 United States Code 889 ($261,307 


and other miscellaneous increases ($123,613). 


CIVILIAN FOREIGN INFORMATION AND EDUCATIONAL EXCHANGE 
ACTIVITIES 


Mr. Cievencer. We will also place in the record a letter from the 
sureau of the Budget to the Secretary of State, dated June 17, 1953, 
setting forth the results of a further review of the combined require- 
ments for the 1954 appropriations for the civilian foreign information 
and educational exchange activities of the United States. 
(The letter referred to follows: ) 
EXECUTIVE OFFICE OF THE PRESIDENT, 


3UREAU Of} HE BuDGET 
Washington 25, dD. 1 June ia. 1953. 


Che honorable the SECRETARY OF STAT! 

My Dear Mr. Secretary: Upon the request of the President, a further review 
has now been completed of the combined requirements for 1954 appropriations 
for the several civilian foreign information and educational exchange activities 
of the United State A reanalysis of these activities within the framework of 
the stated budget policies of this administration, giving consideration to the 


comparative importance of these activities to this Nation’s security program, 


has resulted in a reduction in the total previously contained in the revised 1954 
allowances. The amount for annual definite appropriation requests for 1954 
has been reduced from $123.4 to $112.5 million; this is comparable to $146.6 
million available in 1953. The total estimated 1954 availability is thereby reduced 


from $136.5 to $125.6 million; this is comparable to $157.4 million available in 
1953. 

These amounts and the proposed procedure for 
gressional Appropriations Committees have previously been explained to your 
staff, including representatives of the International Information Administration, 
Procedures for handling this matter, which have been informally discussed by 
Assistant Director Hughes with Mr. Taber of the House Appropriations Com- 
mittee, are outlined in the accompanying memorandum dated June 12, 1953 


handling them with the con- 


Chere is also enclosed a table which indicates the distribution of funds under the 
previous allowances and the current revision, dated June 12, 1953 
As ‘they affect appropriations of your Department, previous allowances and 
revisions were contained in Bureau of the Budget letters dated March 18, April 
21, and May 25, 1953. To the extent that those allowances 2onflict with the 
overall determinations herein specified, they are no longer applicable. However, 
in view of the propesed method of handling these matters described in theattached 
memorandum, no detailed revisions of estimates by appropriation are being made 
Copies of these data are being sent to Director for Mutual Security Stassen, 
since $8.2 million of the total assets involve accounts under his jurisdiction 
It is expected that you will promptly transmit copies of this letter, together with 
its attachments, to the chairmen of both congressional Appropriations Com- 
mittees 
Sincerely yours, 





Row.aNnpb Huaues, Assistant Director 
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Summary of requirements, fiscal year 1954—International information and 
educational activities '\—Continued 


101b10ONSs: 


| Increased cost for 
overseas radio facil 
note 6 
2. Dollar cost for support of ex- 
panded Fulbright program 
Public Law 400 
Expansion of Munich radio 
program cente 
Establishment of Beirut radio 
packaging center 
5. Other annual cost increases 


see note d 
$8, 147, 500 


Total estimate for 1954 87, 900, 000 


vears 1959 and 1951, 
~lanned 1954 obligati 


m and construction 


iS missions $1, 742, ) 5 $354, 910 $26, 238, 90) 
lice of field program } 1, 706 , 706 616, 3H 
Ss service ] , 152, 915 S15 6, 600, 000 
on-picture servic 1.3 ] Ne) 699 6, 403, 300 
formation cente ce 4, 225, 204 76, 25 258 3, 959, 200 
udeational exchange service i, 20 ) 000 6, 409, 000 
lio broadcasting service ( —3, : , 435 20, 803, 400 
vate enterprise cooperatior 1! ( 9, 71 12h, 80 
fice of the Administrat« ‘ a —18, 714 3.914 186. 500 
ressional and pub! formatio 65, 700 81, 800 
lopment of policies and plans 464, 10) 161 504, 000 
ation 650, 000 N 56, 700 


ed States advisory 


Ir 
I 
R 
I 
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tariats 71, 70) 0 y 3, 900 
Regional bureau public affai 219, 900 141 ; 222, 700 


Office of managemen 536, 000 6. 951 , 65 575, 700 


New York admir : ce 611, 679 201, 436  : . 426, 500 
Administrative t 13, 160, 021 -442, 730 ‘ 2, 720, 400 


security investig ol 483. 000 — 188, 100 § 900 


Subtotal.-.. 3, 047, 500 12, 736, 006 5 87. 900, 000 


NOTES FOR ‘‘SUMMARY OF REQUIREMENTS” 


Note 1: Transfer from Federal Bureau of Investigation, $975,000.—The total 
estimated cost of security investigations in 1953 was transferred by FBI to IIA, 
pursuant to Public Law 298, 82d Congress, to be used to reimburse the Civil 
Service Commission for conducting such investigations incident to the appoint- 
ment of IIA personnel. Corresponding costs for 1954 are included in the appro- 
priation estimate 

Note 2: Informational media quaranty program, $25,200. Funds in this amount 
have been allotted to IITA out of funds appropriated to the President. This 
activity was transferred to IIA on July 1, 1952, by Executive Order 10368 
Corresponding costs for 1954 are included in the appropriation estimate. 

Note o Informatior themes transferred to ITA from MSA, $11,4 49,800. This 
amount represents obligations incurred by the Mutual Security Agency in fiscal 
vear 1953 for certain information themes which in fiscal year 1954 will be carried 
out by IIA. The transfer is made pursuant to the letter from the Director of 
Bureau of the Budget to the Secretary of State dated March 18, 1953. 

Note 4: Comparative transfer to the Department of State, $527 ,500- This item 
represents administrative support cost adjustments, based on studies conducted 
during fiscal year 1953. 
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Note 4: Estimated savings, unobligated balance, 88,200,000 The Budg 
review of operations conducted in February 1953 pursuant to the | 
economy directive resulted in total reductions of $3,200,000 in fisea!l vear 1953 
Of this total, $1,000,000 has been transferred to the Civil Service Commission 
and $1,000,000 to the Internationa! Boundary and Water Commission in aecord 
ance with provisions of Public Law 11, 83d Congress The balance, $1,200,000, 
is held in reserve by the Bureau of the Budget 


et Bureau 
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Note 6 Increased cost for ope rating overseas radio facilities, $2,804,878 This 
item consists primarily of costs on an annual basis for new overseas relay facilities 
Projects Jade, John, and Cast, coming into operation late in fiseal year 1953, as 
well as annual costs for operating expanded relay facilities at existing bases, 







Salonika, Tangier, and Colombo. 

Note 7: Other annual cost increases, $697,571.—This item ineludes net within- 
grade increases for American domestic and foreign service employees as required 
by law ($312,651); local salary increases resulting from wage-scal 
countries where the cost of living has been increasing, and standard cost-of-li\ 
ncreases in certain countries pursuant to 22 United States Code 889 ($261,307 
$123,613). 
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Mr. CLevenGER. We will also place in the record a letter from the 
Bureau of the Budget to the Secretary of State, dated June 17, 1953, 
setting forth the results of a further review of the combined require- 
ments for the 1954 appropriations for the civilian foreign information 
and educational exchange activities of the United States. 

(The letter referred to follows: ) 











EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU Of} HE BuDGET, 
Washington Dd, dD. tf June cz. 1958. 







Che honorable the SecRETARY OF STAT! 
My Dear Mr. Secretary: Upon the request of the President, a further review 
us now been completed of the combined requirements for 1954 appropriations 
r the several civilian foreign information and educational exchange activities 
of the United State \ reanalysis of these activities within the framework of 
the stated budget policies of this administration, giving consideration to the 
comparative importance of these activities to this Nation’s security program, 
has resulted in a reduction in the total previously contained in the revised 1954 
allowances. The amount for annual definite appropriation requests for 1954 
has been reduced from $123.4 to $112.5 million; this is e mparable to $146.6 
million availab] 1953. The total estimated 1954 availability is thereby reduced 
from $136.5 to $125.6 million; this is comparable to $157.4 million available in 
1953. 
These amounts and the proposed procedure for handling them with the con- 
gressional Appropriations Committees have previously been explained to your 
staff, including representatives of the International Information Administration. 
Procedures for handling this matter, which have been informally discussed by 
Assistant Director Hughes with Mr. Taber of the House Appropriations Com- 
mittee, are outlined in the accompanying memorandum dated June 12, 1953 
rhere is also enclosed a table which indicates the distribution of funds under the 
previous allowances and the current revision, dated June 12, 1953 

As ‘they affect appropriations of your Department, previous allowances and 
revisions were contained in Bureau of the Budget letters dated March 18, April 
21, and May 25, 1953. To the extent that those allowances conflict with the 































overall determinations herein specified, they are no longer applicable. However, 
in view of the proposed method of handling these matters described in theattached 
memorandum, no detailed revisions of estimates by appropriation are being made. 

Copies of these data are being sent to Director for Mutual Security Stassen, 
since $8.2 million of the total assets involve accounts under his jurisdiction 
It is expected that you will promptly transmit copies of this letter, together with 
its attachments, to the chairmen of both congressional Appropriations Com- 
mittees 

Sincerely yours, 














LOWLAND HuaGues, Assistant Director 
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PrRoposED HANDLING OF 1954 OPERATING EXPENSES APPROPRIATIONS FOR 


CrvILtIAN FOREIGN INFORMATION AND EDUCATIONAL EXCHANGE ACTIVITIES 
OF THE UNITED STATES, JUNE 12, 1953 












Dollar amounts for foreign information ac 
ities of the United States are (or will be) budgeted in three appropriations: 
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International information and educational activities, State S87. 9 
(Government in Oecunied Areas, State 27.9 
Mutual Security, funds appropriated to the President sé 












Total dollars, annual definite appropriation requests now before 
and to be presented to) Congress, 1954 





123. 4 

















¢27.9 million is the information portion of the $45.1 ilion total GOA budget 








the total dollars ailable for these programs in 1953, $99.5 million, is 





less an e $123.4 I al definite dollars requested for 1954, these 
figures are not at all comy since, in 1953, foreign credits supplemented 
regular operating expense In 1954, dollars only are budgeted for all 
regular operating expenses, except the Fulbright programs. Comparable figures 
for operating expenses are: 1953, $146.6 million against 1954 budget estimates 
of $123.4 million. 

When foreign credits, permanent authorizations, and prior-vear balances for 


educational-exchange programs are added to the regular operating expense 


amounts, comparable totals are: 1955, $157.4 million; 1954, $136.5 million. 





The attached table shows the components of these proposed dollar annual 
definite appropriati n $123.4 millior the estimated use of fore ign credits with- 


out dollar reimbursement for the Fulbright educational exchange program ($10.1 

and permanent authorizations and prior-vear balances for Finnish, 

wheat), and Chinese-Korean educational exchanges ($3.0 million), total 

assets equaling $136.5 million recommended in the revised 
dated April 21, 1953. 

2. Proposed congressional action.—The fact that funds are requested for 1954 

in three appropriations and that other assets would become available, as described 


above, when coupled with the fact that if Reorganization Plan No. 8 of 1953 
becomes law there will be created an independent United States Information 
Agenev, results in problems of timing and appropriation structure. The best 
resolution would be for the House Appropriations Committee to effect a consoli- 
dated handling for 1954 of the three appropriations enumerated above. Whatever 
amount was appropriated could be appropriated under the head “International 
information and educational activities.”” This would result in a few 
appropriation-language difficulties, discussed more fullv below, but 
should not interfere with the effective administration of these 
Reorganization Plan No. 8 becomes effective or not. 

It would, of course, be necessary that the Senate agree to such an appropriation- 
structure change and take its action accordingly. If such an 
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appropriation 
were enacted, the job of the Director of the Bureau of the Budget in dividing 
he funds between the new Information Ageney and the State Department 
as provided by plan No. 8 if it becomes law—would also be simplified. 

} Recommended 1954 dollar appropriation.—In addition to the foreign credits, 
permanent authorizations, and prior-year balances recommended to be made 
available for Fulbright, Finnish, Indian, and Chinese-Korean educational ex- 
changes, an annual definite appropriation amount of $112.5 million will carry 
out a reasonably effective program. As stated above, this $112.5 million figure 
is comparable to the $123.4 million contained in the revised 1954 budget *sub- 
mission, and is comparable to $146.6 million available in 1953. However, because 
of the present level of operations of the United States information programs 
substantially above the $112.5 million level—this will actually mean that after 
paying reduction-in-force costs, the 1954 operating rate will be forced well below 
a $112.5 million level 
Whether less funds than this magnitude would later prove to be needed cannot 
now be determined. Therefore, the Bureau of the Budget should not apportion 
funds from this appropriation for more than the requirements for the first 6 
months of fiscal year 1954: the balance should be placed in reserve until the new 
team has had a chance to make final determinations By December 31, 19 
it can be determined whether further economies can be made. 
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Mr. CLevenGcer. Now, Mr. Johnson, we are ready for your state- 
ment. 

Dr. Jonnson. Thank you very much. My statement is quite 
brief, Mr. Chairman. If it meets with your approval, after I make 
my brief statement, I would appreciate it very much if Mr. Kimball, 
mv Chief Deputy, could make a very brief statement, and then Mr 
Hamilton, who is the acting head of our Policy and Plans Office. 

I would also like to present Mr. Martin Merson, whom I brought 
down as a member of the new team. He is a Naval Academy gradu- 
ate and a Harvard graduate. 

When I| was brought down by Mr. Dulles I asked him to come down 
and be one of my top advisers and aides. He has been most helpful. 
I asked him to come up today. 

Mr. Kimball has been in the Administration for 25 years a few 
weeks ago. Mr. Schwartz has been here quite a while, and Mr. Hamil- 
ton quite a while. 

Mr. CLEveNGER. As to the new men we would like to have some 
biographical material for the record. 

Dr. Jounson. Yes, sir; we would be glad to provide that for you. 

Will you make a note of that, please, Mr. Schwartz? 

Mr. CLevenGeER. Off the record. 

(Discussion off the record.) 

Mr. CLeveNGER. You may proceed. 


GENERAL STATEMENT 


Dr. Jounson. Thank you, Mr. Chairman. 

Mr. Chairman, this is a new experience for me—‘t is the first time 
| have appeared as a principal witness before an appropriations com- 
mittee of the Congress. You have heard from many witnesses who 
have preceded me in past years. You have studied the program which 
I now head much more than [ have yet had an opportunity to study 
it. Through long association and familiarity with it, you are 
acquainted with many of its problems. After 34 months of intensive 
study, I am discovering some of the things that can only be called 
“old” to you. 

I am informed that it is customary for a principal witness appearing 
for the first time to introduce himself and to state the major interests 
of his career. My experience lies primarily in three fields—in the 
publishing business; in the educational business, as president of 
Temple University; and in the business of public service. This 
makes the third time I have entered government. The first time was 
in 1935, when the Governor of Pennsylvania asked me to admmiste 
the Pennsylvania Relief Administration, which at the time was carrying 
nearly 2 million persons on its rolls, and spending over $200 million 
a month in relief. Substantial economies were effected, and at the 
same time the administrative processes of the relief system of the 
State were improved. Again, more recently, I served on one of the 
original Hoover Commission task forces, and later, at the request of 
former President Hoover I became national chairman of the Citizens’ 
Committee for Reorganization of the Executive Branch of the Federal 
Government. 
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REORGANIZATION PLAN 8 


Now let me speak of the relationship between the particular budget 
request you have before you and Reorganization Plan 8. As all of 
you gentlemen are well aware, there are many problems in presenting 
a clear picture of the needs of those agencies affected by Reorganiza- 
tion Plan 8. This plan proposes a new organization, the United States 
Information Agency, to perform all foreign information activities of 
the United States Government. ‘The plan would result in the trans- 
fer to the new Agency of information activities which are now the 
responsibility of three Government agencies; specifically, the De- 
partment of State, the Mutual Security Agency, and the Technical 
Cooperation Administration. From the Department of State will be 
transferred both the regular ILA program and the German and Austrian 
information programs. At the same time, the exchange of persons 
program, which is now administered by the International Information 
Administration, would remain within the Department of State. 

The budget justifi ication problem arises, first, because the proposed 
reorganization plan probably may not become effective until 60 days 
after its date of submission to Congress, which will be well after fiscal 
year 1954 begins; and, second, because agencies responsible for affected 
activities have had to prepare budgetary estimates prior to fiscal year 
1954, and, logically, should defend those estimates. 

As a result of a careful review of this problem within the executive 
branch, and informal discussion with members of your committee, it 
has been decided that I should appear before this committee today in 
a twofold role: First, to explain the broad picture of how agencies pro- 


posed under Reorganization Plan 8 would be financed if Congress ap- 
proved the reorganization; and second, to support in detail the request 
for $87,900,000 to finance present activities of the International In- 
formation Administration, including the exchange of persons program. 
These are the activities which are, and will continue to be, my respon- 
sibility until such time as Reorganization Plan 8 is approved. 


REVIEW OF PROGRAM 


Before proceeding further, I want to emphasize that we have been 
Sy senna ‘ally reviewing the ILA program. In the reviewing process, 
I have been ably assiste d by staff members whom I have brought into 
the organization, plus consultants of outstanding reputation in pri- 
vate activities who are expert in the particular media techniques em- 
ployed by the ITA. 

The review has included the examination of records and reports; 
interviews with experienced IIA staff members; sessions with selected 
public affairs officers from overseas—about 10 or 11—and examination 
of products and services produced in Washington, New York, and 
Europe. 

In addition to the review in Washington and New York, we sent a 
survey team to Europe to examine the operation of USIS programs 
in a representative number of large and small European countries. 

The review is a continuing operation and will lead to a thorough 
reprograming in the light of our findings and the recommendations ‘of 
the President’s Advisory Committee on International Information 
Activities (the Jackson committee), as approved by the President. 
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The review of the ILA program has benefited us in several important 
ways. First, we have been able to take some immediate actions which 
have materially reduced expenditures during 1953. 

Among the accomplishments to date are personnel reductions, 
elimination of certain language broadcasts, and termination of radio 
facilities construction. In addition, we have established a Plans 
Board which is made up of outside consultants, as well as members of 
the IIA staff who have been freed of all other duties to devote full 
time to planning an imaginative, effective, long-range information 
program. 

Second, the review of the ILA program has led us to some definite 
conclusions regarding our plans for the immediate future. For exam- 
ple, we are already at work on a study of the possibility of moving the 
Voice of America operation to Washington. This move, I believe, 
would tighten the program considerably by bringing the policy and the 
operating people more closely together. 

Another important problem is personnel training. We must not 
only recruit the best available people, we must do our utmost to 
sharpen the skills of those now in the program. To this end, I have 
ordered a working group of my staff to make a study and come up 
with a comprehensive plan for handling the problem of personnel 
training. 

SECURITY FUNCTIONS 


Our plans call for early action on another closely related problem 

security. There is no room in a program so vital to our national 
security for anyone who is less than 100 percent loyal. We are plan- 
ning the tightest possible security system. In this connection | 
want to report that I am pleased at the prompt cooperation which 
we are getting from Mr. McLeod, Miss Knight, and others in the 
Department. If the separate agency is approved, we will continue 
to welcome their advice. 

I would like to advise the committee that we plan to ask Charles M. 
Noone, former FBI official and more recently counsel for the Select 
Committee on Small Business of the Senate, and Charles Linneman, 
Mr. McLeod’s Deputy Director of the Security Division of the Depart- 
ment, to head up the security operation of the new agency. I might 
add that Mr. Edgar Hoover recommended Mr. Noone. I asked him 
to help me in this area, and he has been most cooperative. 


NEED FOR REORGANIZATION 


Perhaps the most important single fact emerging from our review of 
the ILA, is the need for reorganization. I am convinced that the reor- 
ganization proposal before the Congress has many important advan- 
tages. 

For one thing, the proposed independent agency will have more 
flexibility in operations on a day-to-day basis. There is a singular 
need for this flexibility, because of the volatile circumstances in other 
countries which call for quick decision and speed of action. 

Moreover, by combining the information programs of the Inter- 
national Information Administration, Mutual Security Agency, 
Technical Cooperation Administration, and the programs in Germany 





558 


and Austria, the new agency will include these overseas information 
ope ra tions under one head, and speaking with one voice. 

With independent authority, the agency will be able to do a better 
job in regard to the elusive human equation, its personnel. 

| might say that perhaps 20 percent of my time is spent trying to 
get hardworking brilliant men to work on this most important part 
of the organization. 

The man at the field post is the heart of this effort. He must be 
offered an attractive career in international information if we are to 
have the best available talent. The agency, in turn, must be enabled 
to recruit its own personnel, provide them with training in particular 
skills, and deploy them adequately. 

As a combined operation, the overseas information activities of 
the United States Government will gain a singleness of purpose in 
everything done to support the aims of the United States in other 
countries. And it will give the program more stature throughout the 
world. 

Our relationship with the Secretary of State must be the closest, 
It will continue to be the responsibility of the Secretary of State to 
furnish foreign-policy guidance as it affects the dissemination of infor- 
mation abroad. It will also be his responsibility to review plans and 
policies of the USIA. It will continue to be his responsibility to 
issue Official statements on United States policy—so labeled. And 
he will continue to have direct responsibility for the exchange of 
persons program. The Director of the new Agency will operate the 
information program within the framework of foreign policy. It will 
be his responsibility to translate sete policies into information 


policies abroad and to determine the best means for disseminating 
information with respect to our policies and purposes. 

Right now, our country needs this consolidated operation to pro- 
mote more effectively the foreign policy of the United States and to 
grasp more quickly the initiative in meeting the challenge in the battle 
for the minds of men. 


PROPOSED LANGUAGE CHANGES 


Now I should like to speak briefly about certain language changes 
relevant to the reorganization plan. 

The first deals with the informational media guaranty program. 
This change provides for the administration of the informational 
media guaranty program which was transferred to the Department 
of State from the Mutual Security Agency and which would now be 
transferred to the proposed independent agency. 

The second change is the request for the necessary language author- 
ity in the provision to permit payment of rents in the District of 
Columbia This change is necessitated because of the possibility of 
moving the Voice of America from New York to Washington, and 
because the proposed Agency would no longer be housed or serviced, 
as is now the case, in buildings used by the Department of State. 
And the need for housing the proposed Agency in one building should 
not be overlooked in light of operating efficiency and the savings in 
time and money. 

Another change would be an increase in the limitation of funds 
available for representation. It is essential that provision be made 




















to reimburse overseas officers for out-of-the-pocket official expenses in 
order to provide a measure of relief for the very substantial personal 
deficits incurred by these officers in the interests of the program 

The last language change of whic h I shall speak deals with the re- 


quest to permit the new Agency—from the date of its activation—to 
retain for 2 years Foreign Service Reserve appointees whose tours of 
duty would otherwise expire within that time. Senior public affairs 


officers must be permitted to remain in their jobs where they are known 
and where they have been successful. This language provision will 
permit retention of such officers for at least 2 years. In that period, 
it can be determined what overseas personnel system will ultimately 
be used by the new Agency. 

In my judgment, this budget accurately reflects the minimum finan- 
cial level which must be maintained if present priority overseas 
audiences are to be held. The request is almost $18 ee less than 
the fiscal year 1954 operating budget submitted to the Congress in 
January 1953. In addition, it excludes an estimate of over $20 million 
for new construction which was in the January budget. The basic 
savings and economies normally to be expected of a reorganization 
plan actually have preceded establishment of the proposed informa- 
tion Agency. 

There is little doubt that the program is reaching present priority 
overseas audiences. There is considerable doubt as to the effect of the 
program in some instances. However, the first essential is to hold 
these audiences overseas and to preserve the areas of opportunity 
which have been developed steadily since the close of World War II 
The second essential is to improve the ILA program as rapidly as 
possible in order to achieve the maximum effect of United States 
information and educational exchange programs on these audiences, 
both in the short-run and the long-run. The estimates in this budget 
are deemed necessary to insure the first and make possible the second 


1954 BUDGET 





REDUCTIONS UNDER 


To comply with the economy directive issued by the Bureau of the 
Sudget, approximately 830 people both here and abroad have been 
terminated and about 160 vacant positions abolished. 

In this economy move, certain VOA shortwave language broadcasts 
to the free world have been reduced. Shortwave broadcasts to Latin 
America as well as those in the Malavan, Hebrew, and Portuguese 
languages to other areas have been eliminated. The world wide total 
of broadcasts in English has been reduced from 5 hours and 45 minutes 
to a half-hour daily. 

In addition, it has been possible to discontinue, as of June 30, the 
use of 12 transmitters in the United States with an annual saving in 
facilities operating costs alone or more than a half million dollars. 

Moreover, contracts for construction of two high-powered radio 
stations—Baker East at Wilmington, N. C., and Baker West at Port 
Angeles, Wash.—have been terminated. 

Many of the basic conclusions we have reached in reviewing the 
IIA program are reflected in the budget before you. I believe that 
their implementation will add materially to the effectiveness of the 
program—both now and in the future. 
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DECENTRALIZATION OF ORGANIZATION 


For example, there must be greater decentralization in the opera- 
tion. This will make possible a more effective product and better and 
more rapid response to on-the-spot problems and opportunities, but it 
may well cost more. 

The concept is reflected, for example, in an increase in the proportion 

f funds going to USIS missions, in a greater proportion of total press 
ma publications production by the field, and in several efforts being 
made to originate more radio broadcasts from points closer to the 
audience. 

EMPHASIS ON QUALITY OF PROGRAM 


A second conclusion is that there must be emphasis on the quality 
rather than mere quantity in output. This will make possible a 
greater impact on the specific audiences we urgently need to reach. 
We are emphasizing certain priority audiences ¢ and eliminating margin- 
al operations directed at low-priority audiences. We are providing a 
larger percentage of material specifically geared to particular countries 
and areas—printed materials, films, and radio broadcasts. Converse- 
ly, there will be less material aimed at mass distribution around the 
world. 

As I have said, the ITA budget will provide the bulk of the funds for 
the proposed United States Information Agency. Additional funds 
will come from the appropriations for overseas information made to 
the other agencies included in the proposal. In any case, the estab- 
lishment of a single agency should make it possible to utilize the funds 
appropriated more efficiently than at present. 

The events of recent days confirm, once again, that the problems 
which face us must be dealt with through the means of information, 
as well as by diplomatic, military, and economic actions. Certain 
problems can be handled only through information. 

It is not for me to say how much money shall be appropriated to 
operate this pregram during the coming year. But I can assure you 
that I will do all in my power to get the most—in terms of our national 
interest—out of every dollar we spend. 

I just might add a postscript there and say that there may still 
be some water or some fat in the organization. I would not be 
surprised if there were some. We are trying to eliminate it. We 
have found ways and means of eliminating some already. It will 
require, probably, more study. But I think progress has been made. 

| would now like to ask my deputy, Mr. Arthur Kimball, if he would 
like to make a brief statement supplementing my statement. 

Mr. CLevencer. Perhaps we would like to do a little questioning 
on your statement, wee 

Dr. Jounson. Yes, si 

CONSULTANTS 


Mr. CLevenGcer. In this statement on page 3 you say: 


In the reviewing process, I have been ably assisted by staff members whom 
I have brought into the organization, plus consultants of outstanding reputation 
in private activities 

Dr. Jounson. Yes, sir. 

Mr. CLevencer. Would you give us the names of these gentlemen? 





Dr. Jounson. I would be pleased to. 

Mr. Cieveneer. For the record. 

Dr. Jonnson. Yes. The first person I brought in was Mr. Tracy 
Voorhees, who was Under Secretary of War under Mr. Royall. He 
was a member of one of the important task forces of the Hoover 
Commission. He is a retired lawyer. He is cotrustee of the Long 
Island Railroad, a labor of love. He is chairman, | believe, of the 
executive committee of Rutgers University. He is an experienced 
person. He knows Washington. He knows the problems of Gov- 
ernment administration. He worked with me on some recommenda- 
tions for Mr. Eisenhower in connection with the reorganization of the 
State Department. We became fast friends. 

[ asked him, if I took that job that Mr. Dulles had asked me to take, 
if he would come down and head up a small team of wise and able 
persons who would help me find ways and means of doing the present 
job better. In other words, as chairman of a little reorganization 
team. Heisnotaconsultant. He comes without any pay. I believe 
he did get his expenses to Europe, because I sent him to Europe with 
this team some weeks after that. He is a cultivated, experienced 
person. 

Mr. Conant, Mr. Draper, General Gruenther, and many others 
feel he is one of the outstanding men of our times. He worked very 
closely with Dr. Bundy of Harvard in connection with recommenda- 
tions for the improvement of the executive branch, the Hoover report, 
and he is a very fine person. 

Mr. Roonry. I will say that he is a very able and respected gentle- 
man. 

Dr. Jonnson. The next person I brought down was a man named 
John Burr, one of my administrative assistants at Temple University. 
I said, 

‘I want somebody I can trust, who will review a lot of the corre- 
spondence that will come in, where perhaps I will not have time to 
pay any attention to it.” 

| have had some times much more mail than I can handle alone, 
possibly. He and I have worked every morning for weeks. We got 
up and worked on the correspondence at 6 o’clock in the morning 
and had breakfast at 8. He is experienced in public relations, in 
sizing up people. One of his jobs is to try to find out who in the 
organization is competent and whom I can rely on. So Mr. Burr 
came. 

Then I wanted very much to have an experienced lawyer with me. 
During my work as chairman of the citizens committee for the Hoover 
report I was able to get to know a very fine former naval officer, of 
the class of 1928, who is also a graduate of Harvard Law School 
He is a great patriot. He happens to be a Democrat from Virginia, 
but in this case he did happen to be, Mr. Rooney, for Eisenhower. 
I did not know whether he was a Democrat or not, but I knew he 
was for Eisenhower. He worked with me in the campaign. He 
went out to Chicago with me. He is a first-rate gentleman. He is 
Mr: Martin Merson—sitting here today back of Mr. Kimball. He 
is my top administrative overall adviser. He has been here on a 
consultant’s fee. He has a wife and three children. He left. a job 
at around $20,000 a year to come down here as a public servant, with 
no future ahead, except that he knew I needed him. 
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Then I brought in Mr. William Clark, whom I have knowm for 
some years, who is a very capable person. He has done a marvelous 
job in helping prepare the way for our separation, should we be 
separated from the State Department. He is a very brilliant and 
competent fellow, a Harvard graduate. Voorhees thought so well of 
him that Voorhees suggested that he be a member of the team to 
go to Europe to study the activities of our radio and other activities, 
particularly in Germany and certain other countries. He has been 
a most helpful person. I hope maybe we will retain him in the 
program. I am not sure about that. 

Then there is Charles Noone, whom I have just brought on. Ac- 
tually, before this thing was dry he accepted my invitation to come 
in. He is now serving as an assistant to Mr. McLeod, but with a 
new agency setup he will be our head of security. He was recom- 
mended to us by Mr. Edgar Hoover 

The next thing I wanted was somebody who was a tough budget 
man, and who had a sharp pencil. I had heard so many times favor- 
ably about the controller of Time Magazine. I used to work for the 
company. That was a man by the name of James Thomason. | 
borrowed him. I do not think he has been paid anything. He just 
came down, and he has worked with me for a few days a week, more 
or less, ever since I have been here. He has a fine grasp of figures, 
and it has been a great privilege to have him. 

In connection with the Voice of America, of course that organiza- 
tion has been criticized justly in many instances but perhaps unjustly 
in others. At any rate, it is at a very low level of prestige. Mr. 
Theodore Streibert, whom I have known for 30 years, was the chair- 
man of the board of the Mutual Broadcasting Corp. and president of 
WOR. When the General Tire Co. bought the Mutual chain he was 
replaced. I think they made a very good separation allowance 
arrangement with him. I do not know about that, but I imagine 
so, because he is very much respected and is regarded by men in 
radio as one of the top men in the country. 

With great difficulty I was able to get him to come on. I say 
“difficulty”? because he was anxious to find another job for himself. 
There are not many jobs in radio. There are not many chains he 
could go to. He has done a marvelous job in helping us both on the 
technical aspects of the Voice and with his suggestions on programing 
and so forth, which have been very valuable. As a matter of fact, he 
made such a fine impression on Mr. Conant when I sent him over 
there to see whether there was duplication at Munich and other 
places which could be avoided that Mr. Conant asked if I would give 
him up, and he flew to Germany with Mr. Conant last week, so I have 
lost Mr. Streibert; but I trust we will have the advantage of his help 
from time to time. 

Then there was a man by the name of Dr. Mark May, the head 
of the School of Human Relations at Yale. He is Chairman of the 
United States Advisory Commission. When we talked about the 
movies one thing he mentioned to me was that he had a friend who 
was between jobs, by the name of John McCarthy, who knew a good 
deal about motion pictures, and that I might have a talk with him. 
So I talked with Mr. MeCarthy. I did not know whether he was the 
ideal fellow to run the motion-picture end of it or not, but I had a 
feeling Herb Edwards was going to resign, from some remarks he 
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had made. I did not make any commitment to McCarthy, but 
McCarthy was invited over to Europe by Sir Arthur Rank. | 
suggested he take a look at some of their motion-picture activities in 
some of the European countries. 

[ might go back a little bit there. In the motion-picture situation 
I realized, after 1 had talked with McCarthy a day or so, that I really 
ought to get in touch with Cecil DeMille. Cecil DeMille is one of 
the top men in America. He has been fighting communism for vears, 
and producing very successful pictures. 

I called up Mr. DeMille and | asked him to come on to New York 
and confer with me about the ee problems. He did 
spend 4 or 5 days here and explained to me that to the great em- 
barrassment of himself and others, 2 or 3 years before that the motion- 
picture group had presented quite a comprehensive plan, whereby 
the industry would support and help the State Department in con 
nection with motion pictures. Unfortunately that plan got lost, 
and when the motion-picture people got in touch with the Depart- 
ment it could not be found. They were a little bit discouraged. 
That is just one of the things that happened, I suppose, in a big 
Government such as we have. 

| have had the good fortune to get Mr. DeMille genuinely in- 
terested in this. He said he would set up a committee of topflight 
people on it; Frank Capra, Mr. Freeman, and others; and they would 
work with us and try to supply us with directors and producers at a 
very low cost, and that they would cooperate. 

To make a long story short, the first job I gave this group was to 
try to find somebody to head up our Motion Picture Division. They 
said, ‘‘Well, the kind of man you have to get is a man who has a 
reputation for economical operation and a man who knows the 
directors and producers and can bring in the right kind of people to 
help you.” 

They finally came up with the name of John Cheever Cowdin. 
He has been chairman of the board of Universal Pictures Co., since 
about 1935. I think he was also chairman of the finance committee 
of the Sperry Gyroscope Corp.; and also a director of Curtis-Wright 
for many years. He is interested in a number of other companies, 
too. He isa man, I suppose, who normally would be down as a fellow 
who was able to make something over $100,000 a year. He is a 
very capable fellow. It just happened I knew him slightly. I had 
met hind many years ago through a mutual friend, Mr. Roy Dickinson, 
the editor of Printer’s Ink. He told me he thought Cheever Cowdin 
had one of the finest minds he had ever met in business. He is imag- 
inative. He has courage. And he is tough. 

I got in touch with Cheever Cowdin, and we kad 1 or 2 meetings. 
I said, “I would like to have you come up at least a year and help 
get this program on the road.” 

As a result of that he went out to Hollywood and spent 2 or 3 days 
out there to find out just what kind of cooperation he could count on. 
He showed me a list of the leading people out there, about 15, who 
would serve on a committee. Frank Capra would be chairman of 
that committee. He started to work today. Of course, he has not 
been cleared yet so he cannot be shown any confidential business and 
he will not be on any salary for some time. But he is one of the men. 
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Next is Pickerell. I do not know much about Pickerell. He has 
been a consultant for many years. Maybe you had better speak to 
Pickerell. I have never had any real conversation with him. 

Mr. Kimpauy. Mr. Albert G. Pickerell is a consultant in connection 
with private enterprise cooperation matters, and serves particularly 
in connection with the activities of the San Francisco office. He is 
not a supervisor at all. He acts as an expert consultant. His back- 
ground is available here for the committee if the committee is in- 
terested. 

Mr. Bow. Mr. Chairman, could we put his background into the 
record at this point? 

Mr. CLEVENGER. Yes. 

(The information is as follows:) 


ALBERT G. PICKERELL, ES-13 (w. a. E.), $8,360 


Title: Consultant on private enterprise cooperation matters. 

Duties: Serves as consultant on complex matters involved in the activities of 
the San Francisco office which include public-information activities and contact 
work with private individuals and corporations and private, semiprivate, and 
public organizations and agencies. 

Area supervised: None: acts as an expert in consultative capacity. 

Background: B.S. and M.58., 1934-35, Kansas State Teachers College; M. A., 
1947, Stanford University; 1935, circulation work, Curtis Publishing Co.; 1935, 
clerk, E. 1. duPont de Nemours; January 1936 to April 1936, city editor, Columbus 
(Kans.) Daily Advocate; January 1937 to May 1937, high-school teacher; 1937-38, 
Missouri Federal writers project; August 1938 to August 1941, reporter, Joplin 
Globe Publishing Co.; September 1941 to May 1942, instructor, Syracuse Uni- 
versity; May 1942 to May 1946, United States Army; July 1946 to August 1946, 
assistant to secretary, National Association of Real Estate Boards; September 
1946 to December 1946, editor, Associated Press; June 1947 to July 1950, reporter- 
editor, United Press; September 1950 to May 1951, Chief, European Desk, 
International Press Service, Department of State; May 1951 to September 1951, 
staff assistant, Office of Assistant Secretary, Department of State; September 
1951 to present, assistant professor, University of California; appointed consultant, 
Department of State, October 31, 1952. 


Dr. Jounson. One of the smartest men I have met since I have been 
in the administration, among the new friends I have made—I say 


‘ 


‘one of the smartest’’—is a man by the name of Mr. Edward N. 
Maver, Jr., who gives up 2 days a week to come down here on a con- 
sulting basis. Some of the things that he predicted when I first had 
a conference with him regarding parts of the program that should be 
deemphasized and other parts that should be strengthened, and his 
estimate and evaluation of personnel, were excellent. He is a Colgate 
graduate, 1928, and president of James Gray, Inc., which is an 
advertising firm. He has been a consultant for some time, I think 
perhaps a couple of years; 2 or 3 vears. 

Mr. Kimpauu. Yes. 

Dr. Jounson. Does that cover all the consultants we have? It 
seems to me we have 1 or 2 others. 

Mr. Kimpauu. Those are the main ones. 

Dr. Jounson. Oh, ves; there was Gen. ‘“‘Wild Bill” Donovan. He 
has served without compensation. I wanted to have some advice and 
help from him there from time to time, and I have had meetings with 
Bill Donovan. He has some very good suggestions to make about 
security, and the emphasis we should place on security. 
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I sent him to Europe with this team; and, as a matter of fact, he 
had only been over there about 3 days when he was called back by the 
White House, I think. I have not seen him since then, but he was 
not a paid consultant. 


TENTION OF FOREIGN-SERVICE RESERVE OFFICERS FOR ADDITIONAIT 
2 YEARS 


Mr. Cievencrer. All right. On the next item you say: 


The review has included the examination of records and reports: interviews 


vith experienced IIA staff members; sessions with selected Public Affairs officer 
om overseas 


Dr. Jounson. Yes, sil 

Mr. CLevencrr. What does your statement cover? Who are these 
people? Is Mr. Hulten somewhere in that picture? 

Dr. Jounson. Mr. Hulten came back. I do not know how he 
happened to come back. He resigned, I know, effective | think as of 
the 10th of September, or something. 

Mr. Kimpatu. I can speak, sir, as to Mr. Hulten’s return. 

In connection with the drawing up of the combined picture of the 
MSA and the I[A appropriations, the reorganization and so forth, 
Mr. Frank Dennis, who is the top man on Information in Europe 
for MSA, came back, and Mr. Hulten came back with him for ITA, 
so we had the benefit of advice from both of them. Mr. Hulten has 
submitted his resignation in order to return to private business. 

Mr. Cirevencer. Did I understand you correctly, in that you 
want to retain the services of these overseas people for another 2 
years? Is that most of your staff overseas? 

Dr. Jounson. No. But where we have Foreign Service officers— 
and we have some good ones—who have been loaned to IIA by State, 
so to speak, we have a few good ones and normally they would be 
transferred at the end of 4 years out of our administration. Where 
they are good I want to have the privilege of keeping them an addi- 
tional 2 years. 

Mr. Cievencer. Dr. Johnson, this is about the fifth reorganiza- 
tion, where a new set of dreams from a new source has come before 
this committee. All of them are hopeful and all of them are expensive. 

| am asking these questions for information. 

Dr. Jonnson. I want you to ask anything you care to, sir, and I 
will try to answer it. 

Mr. CLEVENGER. I want to know. 

Mr. Kimpauyu. Mr. Chairman, could I speak a moment to that 
specificially? 

Mr. CievenGcer. Certainly. We are here for information. 

Mr. Kimpauu. Yes, sir. The particular point I believe you may 
have reference to is the question of the extension of 2 years and the 
right to use the Foreign Service reserve officers. Under the terms of 
Public Law 402 the active duty of reserve officers is limited to 4 years. 
The President’s Reorganization Plan No. 8 provides that a special 
new system of personnel for the Information Agency will be set up, 
but we will continue using the old system until that is done. 

Some of these officers—and I will furnish for the record the names 
of the particular ones concerned—have just about completed 4 years 
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of service in the Foreign Service, and we would lose people who would 
be sort of a bulwark of our best people. Therefore, we are requesting 
language here which would permit us, pending this new personne! 
system, to keep these people on for not to exceed 2 years more. 

The information is as follows: ) 


appointments expire dur ing fiscal year 


lanquage change No 16 


Reserve officers whose 


extended 


hout approva of 


Murphy 

Barr, Ri ard 
Krauss, Wil 
Kuhn, Fred 


1 iturra 
Brow M 
Neprud, Robert 
Routh, Garland 
Greenup, Leonard 


Brown, John L 
Free, Lloyd 
Weyl, Michael 
Olsson, Nils 
Miller, Lewis R 
Reef, Arthur 
Austria Spaulding, E 
HICOG Wallenberg, 


Wilder 
Hans 


hohe bo 


Schnell, Eugene 
Bradford, Saxton 
Raven, Robert 


0 ran Blake 
Wells, Edward C 
Hamilton, John 


Mir. CLEVENGER. 


over 2,500 State Department personnel now, 
of State Department employees in 


Mr. KIMBALL. The number 


Pith 


CAO 
PAO 
PAO 
Informa 


officer 

PAO 

CAO 

Information 
officer. 

PAO 

Information 
officer 

PAO 

PAO 

CAO 

PAO 

PAO 

Press officer 

CAO 

Information 
and edi- 
torial spe 
cialist 

Information 
officer 

PAO 

Press officer 

PAO 

PAO 

PAO 

MPO 

PAO 

PAO 


xico, D. I 
udad Trujillo 
temala 


Monterrey 
Rio de J 
santiago 


neiro 


Dublin 
London 


Paris 

Rome 
Copenhagen 
Stockholm 
Brussels 
Rome 
Vienna 
Frankfurt 


Manila 


Tokyo 
do 
Accra 
Ankara 
Beirut 
Cairo 
lPeheran 


do 


Appointment 
expiration 


July 1953 
pril 1954. 
Do 
February 1954. 


March 1954, 
January 1954, 
July 1953. 


May 1954. 
August 1953. 


| November 1953 


A pril 1954. 
May 1954 

Do 
February 1954, 
October 1953 
December 1953 
March 1954. 


May 1954. 


Do 

Do. 
April 1954 
February 1954. 


July 1953 


October 1953 
November 1953. 
Do 


You have under administrative support probably 


have you not? 


ne ative support does run something over 2,000; yes, sir. 


Nir. 
Mr. 


‘LEVENGER. It 
eee 


is over 


500; 


is it not? 
We were i) a in this particular case primarily 


about our public affairs officers, who are Foreign Service Reserve. 


DECISON OF 


Mr. CLEvencrER. On that same page there is 
Jackson Committee on International Information 


Dr. Jounson. Yes, sir. 

Mr. CLtevencrr. What 
Could you tell us that? 

Dr. JOHNSON. 
the information program, they 


was 


JACKSON 


the 


opinion 


COMMITTEE 


of that 


a reference to the 
Activities. 


committee? 


Out of courtesy to me, since references are made to 
pern itted me to see a few remarks, 


the essence of which was that they felt we had an important program 
and they hoped we would not be cut drastically in our appropriations. 





567 
PLANS BOARD 


Mr. CLEvENGER. Down at the bottom of page 3 you say: “In 
addition, we have established a Plans Board——-”’ 

Dr. Jonson. Yes, sir. 

Mr. CLEVENGER (continuing). ‘Which is made*up of outside 
consultants, as well as members of the ILA staff 

Dr. Jounson. That is right. 

Mr. CLevENGER (continuing). “Who have been freed of all other 
duties to devote full time to planning an imaginative, effective, 
long-range information program.”’ 

Will you mind telling us who these people are? 

Dr. Jounson. There is the head of MeCann-Erickson, Marion 
Harper, one of the most brilliant young men in America. He is about 
39 years old. He is the head of 1 of the first 10 or maybe the first. 5, 
advertising agencies in the United States. He bas been willing to 
come down here for 2 days a week. 

Mr. Maver is on that committee; the Edward Maver I referred to 

Then there is this man from Illinois, Dean Schram, of Illinois, the 
head of the School of Communications. He is another very brilliant 
man. 

I think I might parenthetically say there, Mr. Chairman and 
gentlemen 

Mr. CLevencer. They are w. a.e. people rather than regular ILA 
people, are they not? 

Dr. Jounson. They are consultants. 

Mr. CLeveNGER. Yes. 

Dr. Jonnson. On the ITA. Who else have we had, Mr. Hamilton? 

Mr. Hamitton. Egbert White. 

Dr. Jounson. Egbert White, who was, curiously enough, a friend 
of mine for 30 years. He was in the Philippines in charge of our pro- 
duction center our there, and was able to produce booklets and publi- 
cations, Mr. Chairman, you will be interested to know, at about 60 
percent less cost. He had been out there in the Far East for quite 
awhile, and his doctor did not feel that he could stand that climate 
much longer. He is a very competent man. 

Ben Hibbs, of our advisory committee, feels that Egbert White is 
one of the finest students of the Far East problems that he knows, and 
a very able and understanding person. I asked him if he would con- 
sider coming back and helping me on this Planning Board. He said 
he would be delighted to do it. His doctor did not want him staying 
out there much longer. 

It might interest you gentlemen to know that before I came to this 
organization I thought there must be some sort of a Planning Com- 
mittee which would try to see into the future a little bit and see what 
should be done. Take the matter, for instance, of the death of Stalin. 
There had been no plans set as to how to play Stalin’s death, yet we 
all knew that Stalin was going to die some day. He has been a very 
sick man. 

I also wanted very much to have this Planning Committee review 
some of the problems we have. For example, on the matter of the 
religious books, I find that my predecessors and the administrative 
folks, have been rather timid about religious matters; yet if you are 
going to portray, as we do through our libraries, the American life, 
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it seemed advisable to get some fine religious books, representing the 
Catholic, Protestant, and Jewish faiths. We have just arranged to 
send a small packet of about 100 books on each of these churches. 

Mr. Hamilton is an active member of the Planniag Committee. 
| think if vou wish to know more about it he would be glad to speak 
to that point. 

Mr. CLEVENGER. It is a delicate subject, when you get into that 
field. I can say that to you. 


STAFFING OF ORGANIZATION UNDER REORGANIZATION PLAN 8 


Now you get down to the point that the ILA is in need of reorganiza- 
tion, 

Dr. JoHNSON. Yes. sir. 

Mr. CLEVENGER. Are you going to set up another group of generals, 


as they did in the last reorganization, and further increase the size of 
your organization; or are you going to simplify it? 

Dr. Jonnson. | think, sir, it will be really a simplification. There 
are only 2 or 3 important things I want to do. One is that I want to 
decentralize as much as possible and bring the New York office down 
here as soon as possible. 

Mr. CLevencer. | would agree with you on that. 

Dr. Jounson. Yes. I think that is a wise step to make. I think 
we should also do more original work, more origination of programs 
in stations that are closer to the targets. 

Now, may I speak for a moment off the record? 

Mr. CLEVENGER. Surely. 

Discussion off the record. 

Mr. CLevencer. I asked a moment ago about some of this staffing. 
Our investigators found that in 1 section there were 432 chiefs and 
assistant chiefs and special assistants to chiefs. That means that 1 
out of every 10 domestic employees acts in a supervisory position. 
It looks like you have a lot of chiefs and not many Indians. 

Dr. Jounson. ‘Too many supervisors, perhaps. It looks that way. 
On the other hand, local employees, I guess, need more supervision 
and they are much cheaper. 

Mr. CLevencer. This is all domestic. 

Dr. Jonnson. Is that so? 

Mr. CLEVENGER. Yes. 

Dr. Jounson. Well, that is something that should be looked into. 


OVERSEAS INFORMATION ACTIVITIES 


Mr. CLEvENGER. This statement also intrigues me: 

\s a combined operation, the overseas information activities of the United 
States Government will gain a singleness of purpose in everything done to support 
the aims of the United States in other countries. And it will give the program 
more stature throughout the world. 

Would you tell me how this will be done? 

Dr. Jounson. Well, in the first place I think there has been no 
doubt in my mind but that my predecessors have had a very difficult 
time in getting very topflight brilliant people to come into a bureau of a 
large department. Now, if Iam able to get men like Cheever Cowdin, 
and a man I am now negotiating with to head up the Voice who is 
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one of the outstanding men in radio in the United States—and I am 
also bringing on as the General Counsel a man who is a supreme 
court judge in one of the great States of our Union—it will start to 
give us, it seems to me, greater prestige. Perhaps that will not be 
internationally, except, of course, news of our appointments does get 
out, vou know, over the Voice and other ways, and through our press. 










REPRESENTATION ALLOWANCE 









Mr. CLevencer. I notice you have doubled the representation 
request here, too. Do vou think that is necessary? 

Dr. Jounson. I think it is, sir, because it has been my experience 
that every man I have talked to finds he is going into his jeans pretty 
deeply for money to entertain—give luncheons and dinners for editors 
and important opinion-building people. I have not yet met a Govern- 
ment person who was a dedicated man—and I have met a good many 
who really was not having a pretty hard time making ends meet. 

Since I have been here I have had quite a lot of people for luncheon 
and dinners. Ihave not had an expense account. Ihave had to spend 
several hundred dollars. 

We were able to convince the Bureau that we should have at least 
$100,000. 1 think that is not very much, when you have 188 posts. 
In those posts we have cultural officers as well as public-affairs officers 
and others. I think it is too much to ask these people to spend too 
much of their own money. 

Mr. CLevencer. Every man sitting at the table not only maintains 
his home in his district but maintains a home here in Washington 
He also is expected to do a certain amount of entertaining. We do 
not have any entertainment fund and we are not paid as much as a 
lot of these men are paid. 

Mr. Kimpauu. This, sir, has to do just with the overseas posts. 

Mr. CLEvENGER. Yes. 

Mr. Kimpauu. Our experience has been almost universal that the 
people are digging well into their pockets for what truly are official 
expenses, because the funds are very inadequate, considered on a 
worldwide basis. The $100,000 probably will meet about half of the 
actual cost. 




































RENTED SPACE 








Mr. Crevencer. Here is another thing of interest on page 6 of the 
justifications. You want a change in language authority to permit 
payments of rent in the District of Columbia. 

Now, you have a rental of somewhere near $800,000 a year in New 
York for the Voice and its allied activities? 

Dr. Jounson. Yes. 

Mr. CLevencer. In the 11 buildings you occupy. 

Dr. Jonnson. That now is concentrated in 5 buildings or 6 build- 
ings, I believe. 

Mr. CLevencer. That is not paid out of these funds at all. That 
is paid out of the General Services Administration appropriations. 

Dr. Jounson. Yes. 

Mr. Crevencer. Certainly the General Services Administration 
could transfer the money to Washington, which you are paying for 
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rent in New York. You occupy the Longfellow Building almost 
entirely, do you not, at Connecticut and M? 

Mr. Kimpantut. We occupy approxiwately half of it, sir. 

Vir. CLevencer. About half of it. 

Dr. Jounson. That is going to be in the State Department show 

Mr. CLevenGer. Do you not think that if you had quality instead 
of quantity in a lot of your production you would not need so many 
employees or so much space? 

Dr. Jounson. | am hoping we can cut down. 

Mr. CLevencer. And you could do twice the job. 

Dr. Jounson. I do not know about that, sir. But I am hoping 
we will be able, when I can get these top men 

Mr. CLtevenGer. I[ am insisting. 

Dr. Jounson. Yes, sir. 

Mr. CLevencer. | have sat here, and Mr. Rooney has sat with 
me, and we have heard these beautiful dreams of what should be 
done, what was going to happen, and so on. And we have seen this 
budget grow every year. 

Dr. Jounson. I have already cut down quite a little, sir. 

Mr. Ctevencer. That may be, but it is still far from the target, 
I have always insisted that propaganda should be directed toward a 
selected target, rather than following the old idea of filling the air 
with shots and hoping a certain percentage of them would hit. 

Dr. Jonson. That is right. We have to have rifles and shoot 
at the target. 

Mr. CLeEvENGER. You have to have sharpshooters. 

Dr. Jonnson. Yes. 

Mr. CLevenGcer. If America speaks with a Voice that is going to 
be respected, as you suggest on the preceding page—— 

Dr. Jonnson. That is right. 

Mr. CLevencer. You have to know who is saying what. 

Dr. “pres N. That is right. 

Mr. CLevencer. And where he is saying it. 

Dr. er That is right. 

Mr. CLevencer. | cannot help speaking of this as I go along. 

Mr. Wiiser. Mr. Chairman, one condition upon which the Bureau 
of the Budget approved the inclusion of this language was that it 
would only be used to defray any unusual rent costs which would be 
developed by a move from New York to Washington. ‘That was very 
clear in their approval of the item. 

Mr. Kimraty. Mr. Chairman, I was going to point out that I had 
listed in response to the type of question you just asked the number 
of buildings which the ITA is in in Washington and in New York and 
the number of buildings that the Voice occupies in New York and the 
number of buildings that the State Department in its administrative 
support occupies. I have a list here that fills two full pages. As Mr. 
Wilber just pointed out, we discussed this matter with the Budget 
Bureau. 

Mr. Cievencer. Have you the amount GSA pays on that? 

Mr. Krmpauu. No, sir; this just shows the number of positions in 
each of these locations. 

Mr. Wiser. It is well over a million dollars, sir. 

Mr. Kimpa.u. It is over a million dollars. 

Mr. CLEVENGER. It is well over $1 million in New York. 
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Mr. Kimpatu. In New York alone. 

Mr. CLevencer. That is right. I want the information for the 
whole operation put in the record. 

Mr. Wiuser. For the whole operation? 

Mr. CLEvENGER. For the whole operation, breaking it down by 
location. 

(The information is as follows:) 


Rented space utilized by IIA operations ! 


male eT ae 


Washington: 
SA-17, 1778 Pennsylvania Ave ( $120, 966 $170. 000 
SA-26, Longfellow Bldg § 04, 629 91, 000 
SA-5, Riverside Apartments , 7% (2) 27, 324 
New State 668 
SA-19, Auditors Bldg 7,944 


Total, Washington 97, 1! 215, 595 


New York 

Argonaut 39, 592 81, 948 
U. S. Federal Savings 000 120, 000 
General Motors 23, 240 72, 700 
Fisk 76, 366 239, 154 
Studebaker 373 15, 932 
Bethlehem 3, 000 41, 500 
Trans-Film 930 
Post office 3, 476 
Excelsior Savings Bank , 239 39, 750 
Bonded Film Warehouse ( 30, 708 
Bush Terminal No. 57 warehouse 35, 000 

Mid City Garage 


$6, YOO 


Total, New York | S61, 216 


Grand total 558, 414 


1 Excludes space occupied by State Department personnel rendering ad 
operations, 
2 Government-ownea. 
36 vaults, 1 C, room 
4 Vehicle storage. 
§ $119,726 of New York costs are paid from IIA funds. In total, therefore, GSA pays $1,365,896 for 
utilized by ILA in Washington and New York. 


Mr. Kimpaty. Mr. Chairman, the purpose of the Bureau in approv- 
ing this under the condition Mr. Wilber stated was in the hope that 
we can bring these activities all together, and it might be that there 
would not be the funds in GSA to allow flexibility to produce what 
would be an economy in bringing us together. Inclusion of this 
proposed language was authorized in the thought that it might give 
an opportunity to accomplish something we could not do under the 
GSA current appropriation. In any following year, of course, the 
GSA would pick up additional expenses of consolidation, if any, as a 
standard item, 

AMOUNT OF 1954 BUDGET 


— 


Mr. CLEVENGER. On page 7 you say: 

In my judgment, this budget accurately reflects the minimum financial level 
which must be maintained if present priority overseas audiences are to be held, 
Has not the Bureau of the Budget in the recent review made an addi- 
tional overall reduction of $10% million? 

Dr. Jounson. That is right, sir. 





Mr. CLEVENGER. So the budget before us does not reflect the 
minimum amount, as vou stated in this paragraph on page 7? 

Dr. Jounson. The Bureau of the Budget reviewed our situation 
and cut it about $20 million, I thimk, down to $123 million. Is that 
not correct? 

Mr. Kimreaucu. That is right 

Dr. Jonnson. Then they reviewed it again, and spoke of cutting 
it back to $100 million 

Mr. Wiieer. $112.5 million 

Dr. Jounson. $112.5 million I felt very badly about this, be- 
cause | am a conscientious person. If I can find any additional 


water or any way of getting 1 man to do perhaps 2 jobs, or if | have too 
many people, I want to cut them out. At the same time, we are in 
the most critical times I think this country has ever seen, with this 
Korean situation and other situations 

I am relying very heavily on men like Cowdin who will come in 
and run the motion-picture business, and make a study of every person 
he has, and find out what he is doing. I will bet you a hat he will 
reduce something: but | think $112.5 million is too little to do what 
we need 

I must be completely fraz kk. It may be possible | can save money 
and that we will be turning it back to the Treasury this year. 

Mr. Stxes. Off the record. 

Discussion off the record 

Dr. Jonnson. I think there has been a good deal of criticism about 
our not having enough ammunition in Korea. If I did not ask for 
enough ammunition to surely do the job I think you men would be 
in a position to criticize me. If on the other hand with these new 


men I am bringing in—and they are topflight men; I think they all 
would be men who would average in salary at least $50,000 a year 
in these top spots—-we can give them a chance, I think they themselves 
will be able to discover what is the proper action on this thing and 


just how many people they need. | hope we can cul down 

Mr. CLevencer. Is it not true that this budget of $112.5 million 
for all purposes is all you can justify? 

dr. Jonnson. That is right, sir. That is quite true. 

sut [have the permission of the Bureau of the Budget to speak to 
the $87.9 million figure of this ITA budget and trv to defend it, and 
then what we will have to do, should by any chance we receive $112.5 
million for all three budgets, is to decide how to cut back $10.9 
million to that figure. If you give us less we would have to decide 
how to cut back to the other figure. - That would mean giving up 
certain posts. We have already given up about six posts, have we 
not, Mr. Hamilton? 

Mr. Hamit on. Six countries, and I believe 13 posts. 

Dr. JoHNson. Six countries and 13 posts. Of course, this would be 
a matter Mr. Dulles would have to decide upon, as to which posts 
it would be. 

Mr. CLievencer. I think, if the suggestion is ‘worth anything, you 
have certain activities you ought to give up. 

Dr. Jounson. Certain functions. 

Mr. Ctevencer. Yes. Then you will have ample money for what 
should be a real Voice for the foreign policy of the United States. 
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Dr. Jounson. Then we have to decide in talking to the State 
Department people which activities to cut back on. For example, 
when we discussed cutting back the Voice in South America, or 
making some cuts, I asked the various Assistant Secretaries in charge 
of the areas to come in and discuss ‘“‘What is the best way to save 
money in South America?’ Mr. Cabot said 


lor goodness a} 


ng we have ( 


Our people have been very enterprising down there 
voing to get a lot of free time on stations in South America. 

Mr. Cievencer. Is not the entire movie industry of the United 
states making any coverage of the Latin American market for 
moving pictures? 

Dr. Jonnson. They are not sending, | believe, the kinds of pictur 
that vet over to the publie the kinds of ideas we want 


Mr. CLEVENGER. | have no further comment on that. Have you 
any questions, Mr. Bow? 
Mr. Bow. No questions, Mr. Chairman. 
Mr. CLevencer. Mr. Coon? 
Mr. Coon No 


Mr. CLEveNGER. Mr. Rooney? 


REPRESENTATION ALLOWANCES 


Mr. Rooney. One thing I am not sure I understand is this matter 
of a request for an increase in representation or entertainment money 
abroad from $50,000 to $100,000 in the coming vear 

Dr. Jounson. ‘That is for our officials in the various countries, for 
entertainment. 

Mr. Roonry. I understand what it is for. It will buy coffee and 
cake; but why? 

Mr. CLEvenGER. There is a decrease in personnel going on 

Vir. Roony You have a decrease in personne! of 830 people tel 
minated and 160 presently vacant positions to be abolished, yet you 
want to increase your entertainment from $50,000 to $100,000 

Dr. Jounson. It is the best judgment of Mr. Kimball, that in his 
talks with these men 


Mr. Roony Mr. Kimball has been wrong before 
4}] 
i i 


Dr. JOHNSON I can savy is this, gentlemen 


. I> 
Vir. WwOoO I 
Dr. JOHNSON ll | can say is this: A diplomatic or consular affairs 


officer, or press officer, to take a certain number of peopie ou 


to dinner, or invite them for luncheon. 


Mr. Rooney VWoctor, we have heard that for vears We under 
stand what the money is spent for. We also understand that the 
Information people at an embassy, when they throw a party, have 
to have an orchestra; but the diplomatic corps, the Foreign Service 
can gel ane very olten without an orchestra. Sut the Informa 
people have to have one: or cud you hot know that’ 

Dr. Jounson. I never knew that 

Mr. Rooney. | im sure you can find out about it, if you bad ube 

Dr. JoHNnson. | thought L had to take the advice of Mr. Kimball 
on this, who seems to be a very conscientious person 


Mr. Rooney. He is that 


) 





Dr. Jonnson. He has talked to a lot of these Foreign Affairs officers. 
I have only talked to maybe 12 of them. I have asked them how they 
make contacts and keep themselves informed as to the actual condi- 
tions. 

Mr. Roonry. We thought you were trying to balance the budget, 
Doctor. Here we have a request for a 100 percent increase for such a 
purpose as this: ‘This is a stand-out. 


QUESTION OF SIZE OF PROGRAM 


Let me ask you about this $112.5 million request which you say is 
not enough, Doctor. How big do you think this program might be- 
come under your leadership? 

Dr. Jonnson. How big? 

Mr. Rooney. Yes, how big do you think it ought to be? 

Dr. Jounson. I do not know yet, sir, because I have to find out 
what is effective and what is not effective. I have heard some people 
say that if we could do really a bang-up job we probably should be 
spending more money than that. Russia is spending about $1 \ billion. 

Mr. Rooney. You think this might go to a billion dollars? 

Dr. Jonnson. I do not think so, no. 

Mr. Rooney. Would you say three-quarters of a billion dollars? 

Dr. Jonnson. No. 

Mr. Roonegy. There are people, you know, who think we should 
spend that much money. 

Dr. Jounson. | know. 

Mr. Roonry. If we are spending vast sums for other overseas pur- 
poses, such as we are. 

Dr. Jounson. At this point we would not know how to spend it 
effectively, if we had it. But it is my judgment that if you give to 
whoever runs this program enough to do the jobs that are worthwhile 
doing, and he can prove they are worthwhile doing, it might mean we 
could decrease our defense expenditures maybe $20 billion 3 years 
from now. 

Mr. Rooney. To follow that a little further, Doctor: Should this 
activity be up in the neighborhood of a half billion or three-quarters 
of a billion dollars to save these $20 billions? 

Dr. Jounson. No, I would not think so, because we have all the 
arguments on our side. 

Mr. Rooney. I am trying to get your thinking, Doctor. I am 
not against increasing an effective program. I have said I would 
spend $1 billion a year if I thought it were being well spent. If it 
were well spent, what is your thinking with respect to this? Do you 
think we should eventually go to a billion dollars a year? 


TYPE OF PERSONNEL HEADING PROGRAM 


Dr. Jonnson. I think after I have Cowdin on the movies and a 
good man in the Voice and a good man on Press and Publications 
and a good man working with some real stars on this policy side—l 
would like to bring in some very experienced men in terms of their 
understanding of cultural background 

Mr. Rooney. Doctor, we have heard the same for years. We 
have heard at this table the same names you have given us today. 
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We have heard of Cecil DeMille and these fellows from the big broad- 
casting chains. But the people who must do the work are the every- 
day little fellows who you are cutting down. I predict this will be 
the same as the Hoover reorganization plan for the Department. 

I believe you were vice chairman of that. 

Dr. Jounson. No. 

Mr. Rooney. You were national chairman of the Citizens Com- 
mittee? 

Dr. Jounson. The Citizens Committee on the Hoover Commission. 

Mr. Rooney. For reorganization of the executive branch of the 
Government? 

Dr. Jounson. That is right. 

Mr. Rooney. Did you know that the State Department followed 
the recommendations of the Hoover report, and did institute a general 
manager, and that there was then born an entirely new layer of 
command which cost the taxpayers much more money? 

Dr. JoHNsoNn. I understood they had made a number of recom- 
mendations in the State Department which were acted upon. 

Mr. Roonny. They were all acted upon. 

Dr. Jonnson. That gave direct lines of authority. 

Mr. Rooney. They were all acted upon. 

Dr. Jounson. They were? 

Mr. Roonry. The State Department was one of the first to institute 
the recommendations of the Hoover Commission under Jack Peurifoy, 
when he was Deputy Undersecretary of State for Administration. 

Mr. Ctevencer. Would the gentleman yield? Are there not about 
nine layers of authority in the last chart shown us for this organization? 

Mr. Rooney. I have lost count, Mr. Chairman; I do not know. 

Mr. CLtevencer. I think my statement is correct. 

Mr. Roonry. When I hear of all of these folks with high-sound'ng 
names who are going to get into this program, I fear we are going to 
have more and more layers and further and further extended lines of 
reorganization. They do not impress me at all. 

Dr. Jounson. Well, Mr. Rooney, I would not be interested in 
running any show, no matter whether it was business or Government 
or anything, unless I had top administrators underneath me who knew 
their operations and were interested in being economical as well as 
efficient. If you bring in men with reputations for being good 
operators 

Mr. Roonry. Doctor, what you are saying is something we have 
heard across this table all these years. There is nothing new about 
this. Every time we have had a new Administrator or boss of this 
program he has told us the same things. 

Dr. Jonnson. Whom have you had? 

Mr. Rooney. We had Dr. Compton and Ed Barrett whose aims 
were just as commendable as yours. 

Dr. Jounson. Fine. 

Mr. CLevencer. And we had Mr. Kohler involved in it. 


COMPARISON OF 1958 AND 1954 BUDGETS 


Mr. Rooney. As far as I am concerned, I think Kohler worked 
very, very hard on this. However, let us get down to the figures. 
According to this table, table No. 1, June 12, 1953, the State Depart- 


35121—53—pt. 1———37 
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ment, for the International Information Service, in the current fiscal 
year has a total of $94.7 million. Now, you propose, under the April 
21 budget. estimate this year, to increase this from $94.7 million to 
$99.1 million, at a time when you are laying off 830 employees here 
and abroad and abolishing 160 vacant positions. 

Mr. KimpBaty. Mr. Rooney, you are referring, I believe, to the 
Bureau of the Budget chart. 

Mr. Rooney. Yes. 

Mr. Kimpavu. For the sake of the record I would like to correct 
the figures—and I do not have that particular copy before me—but 
there is a slight correction in that I note the $94.7 million should be 
$94.9 million. 

Mr. Rooney. Make it 94.9? 

Mr. Kimpatyu. The .05 should be .07. 

Mr. Roonry. Very well. That does not make much difference, so 
far as the question I am asking is concerned; but there is a very sub- 
stantial difference between the $94.9 million, as you make it, and the 
$99.1 million. 

Mr. Kimrauyi. Not shown on this table is the amount of $11. 
million, which is a comparative transfer from MSA in the 1953 emido- 
priation, and if you add this transfer from MSA to the $7.9 million, 
you have a total of $19.4 million 

Mr. Roonry. What is that? 

Mr. Kimpauu. In the foreign credits that I am now referring to, 
there would be $19.4 million on a comparative basis, making the total 
comparative figure to the $94.9 become $106.4 million that figure 
which compares to the $99.1 million. 

Then in turn you have to reduce the MSA program down below 
the $21.7, and it then becomes $9.6 million. 

Then the $21.7 figure shown in the fourth column becomes $10.2 
and the $7.6 figure for the MSA information program in 1954 be- 
comes comparable to the $10.2 million figure in 1953. That puts the 
MSA program in proper relationship. 


REPRESENTATION ALLOWANCES 


| wonder if I might make a statement on the matter which you 
have brought up, and I would like to assume, particularly, that there 
is no one on the committee who is as familiar with this whole pro- 
ceeding as is Mr. Rooney, perhaps, and I just merely wanted to 
make a statement that you can appreciate; that in a year when we 
are trying to cut, we had to think long, very hard, and deeply before 
we would attempt to increase the item from $50,000 to $100,000, 
and I am sure all of you will appreciate that we would not have asked 
for that increase, except for the very strong evidence that these folks 
were going deep into their pockets, from what we have seen of what 
they are doing. Except for that we would have taken steps to make 
a decrease in that particular item. 

Mr. CLevencer. May I say that this committee has had an in- 
creasing interest in the bills for the regular State Department. pro- 
grams. And a good many of the embarrassments, and a good many 
of the criticisms arise in this area because of the fact that you have, 
according to the statement of the Secretary of State himself, 3 or 4 
ambassadors in Paris. You have one with a pocket full of cash, and 
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you have another performing the regular ambassadorial duties in the 
regular way. If we are going to save this program, and if we are 
going to save the Mutual Security Program, we are going to have to 
take steps to correct that. And I imagine that you “would not need 
to have so much cash for entertainment purposes, if it were put under 
the regular Ambassador, to carry out the regular business of the United 
States. 

Mr. Kimpaui. Mr. Chairman, I could not agree with you more 
As Dr. Johnson said, I have had some 25 years in the Government. 
[| started in the Government as a CAF-1, some time back. I have 
been with this program just about a year, and I have seen the problems 
that you suggest, and I know there are things that are in bad need of 
correction. And certainly in anything that I have to do, and I know 
that Dr. Johnson agrees, we have got to have a single interest in our 
organization and purpose in each country. And I am one of the first 
to object to anything that is contrary to the concept to which you 
refer. Asa matter of fact, I would object to any other program that 
was contrary to that concept. I want the program administered 
through the Ambassador, so that in your suggestion [ am in full 
agreement with you. 

Mr. Cievenaer. Is there any reason why this administrative 
support for agency should not be looked at closely? 

Mr. Kimpatu. You can be sure that the administrative support 
has been, and will be very carefully examined. 

Mr. CLevencer. We will see that it is done. 

Mr. Kimpauu. I might explain to you, Mr. Chairman, that last 
year for the first time the new ILA was allowed by the Department 
to negotiate with each of the contractors for administrative support, 
based on the amount of services rendered, which is more on the fiscal 
basis of the actual services rendered. That practice will be carried 
out even more in the next fiscal year, when we have had a little more 
experience with it. 

Mr. CLEvENGER. You did not present the budget last year? 

Mr. Kimpauu. No. 

Mr. CLevencer. Who did? Is —_ anyone here who did? 

Mr. Kimsa.u. | believe last year, Mr. Chairman 

Mr. CLevencer. Do you know ead the proposed budget was? 

Mr. Rooney. $75,000 for representation allowances. 

Mr. CLevencer. No; I mean for all purposes. 

Mr. Kimpa.t. In State, for this operation 

Mr. Cievencer. Including the amount for this purpose. It was 
$171 million. 

Mr. Kimpauu. Yes. 

Mr. CLEVENGER. So when you say $255 million, the former chair 
man was not just shooting in the dark, when he asked about a quarter 
billion dolars, a half billion dollars, or three-fourths of a billion dollars. 
Because right here in the record, in response to a question of my 
own, Dr. Johnson stated that he thought we should have $300 million 
for this particular agency. What reaction do you think we will have 
when we get on the floor, in view of the temper of the House, and the 
temper of the people of the United States? Just what do you think 
the House of Representatives is going to do with such an appropria- 
tion? 
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Mr. Krmpatt. Mr. Chairman, I thoroughly appreciate the excellent 
points you are making, and I just repeat again what I said to Mr 
Rooney, that having that in mind, we had to feel aw fully strong as to 
the need of this particular item, relatively small as it is, before we 
would consider an increase. 

Mr. Rooney. Last year’s request was $75,000. 

Mr. CLevenGcer. And for representation 

Mr. Roonry. You want $100,000. 

Mr. CLevencer. With a decrease in personnel. 

Mr. Rooney. With 830 less employees, and about 160 vacant 
positions abolished. 

Mr. Kimpatu. Mr. Rooney, we just wanted to present to the com- 
mittee the reasons why we had done that. 

Mr. Rooney. Is this in other words, the asking price? 

Mr. Krmpatu. No. This was Dr. Johnson’s, and also my belief of 
the amount that it will actually take. 

Mr. Roonrey. How much has been spent up to date for this purpose? 

Mr. Kimpauu. Out of this appropriation—the money has all been 
allocated. 

Mr. Roonry. You mean it has all been spent; the $50,000 has been 
spent? 

Mr. Kimpatu. The money is allocated out to different missions 
around the world, and at the beginning of the year, a small amount of 
it had been 

Mr. CLEVENGER (interposing). If we appropriated $500,000 it 
would have been 

Mr. Krmpatu. I think that would be too much. 


Mr. CLevenGer. I mean, if you got $500,000, it would all be 
allocated out at the beginning of the year. 


QUESTION AS TO AMOUNT OF 1954 BUDGET 


Mr. Kimpart, | would like to say something, if I may, in response 
to Mr. Rooney’s question regarding this: Where do we go from here? 
The $112.5 million is for all three appropriations, that is, for the infor- 
mation money of $7.6 million included in the MSA, the German and 
Austrian information programs, and the ILA program. The TCA had 
a small amount last year, which has been taken out. The total of 
these three separate appropriations as submitted, with the approval 
of the Bureau of the Budget was $123.4 million, and the Budget 
Bureau and the President and Mr. Taber reviewed the appropriation 
again, and the others have come up with an analysis of it before it 
was set up. There is a total of $112.5 million, based on the estimate 
of what could be made 

Mr. Rooney (interposing). Do I understand you to say that Mr. 
Taber has agreed to the $112.5 million as being the fair and proper 
amount for this purpose? 

Mr. Krmpatt. I did not have such an understanding. 

Dr. Jonnson. I have not had such an understanding. 

Mr. Krmpatt. I did not mean to say that Mr. Taber had. 

Mr. Roonry. I thought you said that Mr. Taber and someone else 
had agreed on the $112.5 million. 

Mr. Kimpatu. I am sorry. 

Dr. Jounson. Mr. Dodge presented his determination to Mr. Taber. 
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Mr. Kimspawuu. I would like to say this again, so that the record 
will be completely clear. The President, in effect, and Mr. Dodge 
reviewed the total appropriation for information in the light of the 
reorganization plan, and also Mr. Dodge took the matter up with 
Mr. Taber, and told him he would furnish advice on this new review 
of the three appropriations, and so far as I know, Mr. Taber, has made 
no statement or committment on it. 

Mr. CLtevencer. That is correct. 

Mr. KimsBa.u. It is the other way around. 

And I want to say, particularly referring to Mr. Rooney’s question 
of where do we go from here, that 1 think this $112.5 million here 
under these three appropriation mergers, or whatever divisions are 
made in case they are not merged, is the very hard-core estimate, 
which does mean the further reduction in the program level, which 
| will be glad to explain later. 

And at this point J would like to say what we could do with the 
$112.5 million in the three appropriations, with whatever adjustments 
this committee may care to make, and I can agree with Mr. Rooney 
that there have been a lot of things done in the past that have 
not paid off, and from looking over some of the suggestions made at 
the time, I could have predicted that they would not have, but I 
think that the $112.5 million is a good hard-core estimate. We have 
already made cuts in this appropriation at the rate of $20 million 
from the program level of June 30, 1952. At that time the report 
to the Congress—lI believe it was the Senate—was that the going 
rate for 1953 would be $101 million. That was, of course, cut back. 
And, that is the basis, Mr. Rooney, of comparing the figure of $80.9 
million with the $101 million, excluding the item of $7 million cov- 
ering the transfer from MSA. 

Speaking of the $112.5 million, we include the exchange of persons 
which under the reorganization will remain in the State Department. 

I would like to predict that if we are allowed the $112.5 million, 
we will actually be cutting out some of the current operations. We 
have different types of activities— 

Dr. Jonnson. Publications. 


TRANSFER OF BROADCASTING FACILITIES FROM NEW YORK TO 
WASHINGTON 


Mr. Kimpauu. As the Administrator has mentioned, publications. 
We are decentralizing in some instances, and our study now is looking 
toward the removal of the Voice to Washington, which I think will 
also bring about certain savings. 

Mr. Roonry. You think it will effectuate savings? 

Mr. Kimpaut. I believe it will, yes. 

Mr. Rooney. How are you going to bring the radio broadcasting 
from New York to Washington, and have as effective a program? 

Mr. CLEVENGER (interposing). The Voice of America has got a setup 
today, with the money they have—— 

Mr. Rooney (interposing). Mr. Chairman, I am making the state- 
ment, and I think time will prove that I am right, that it is not a good 
move. 

Mr. Krmpaut. I think one of the problems in connection with the 
move to Washington, if it is carried out, is to provide some method for 
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having facilities in New York for making some recordings of people 
who are accessible there at the time, which could be done with little 
effort. And I think if the move is made to Washington, on the other 
hand, we will be able to save some of the administrative expenses. 
Mr. Rooney. I disagree thoroughly, and I do not agree that the 
Voice should be divorced from the State Department; I think it is a 
terrible mistake. I think it is going to be quite costly to the taxpayers 
Mr. Wiser. Mr. Chairman, to supplement Mr. Kimball’s testi- 
mony, I think this should be tied into the discussion of the request for 
$112.5 million. It should be $125.6 million, rather than $112.5 
million, because of $10.1 million not to be appropriated for the 
Fulbright program, and also for the appropriation of $3 million 


Dr. JOHNSON. You are referring to construction? 
Mr. Wiper. No. 


DISCUSSION ON BAKER EAST AND BAKER WEST 


Ir. Roonry. Tell us about Baker East and Baker West, Dr 
Johnson. 

Dr. Jounson. Mr. Chairman, we got a committee together, we 
brought in a man from the White House, and from communications, 
one of the ablest men in the field of communications, who knows more 
about this 

Ir. Rooney (interposing). Dr. Johnson, I do not think we should 
waste so much time building up these people. We have heard the 
same things said time and time again with respect to experts who 
recommended the locations of Baker East and Baker West. 

Dr. Jonnson. I understand, but I am simply giving you the reason 
why I have gotten men who seem to be about the best qualified to 
handle a problem of this kind, and why they felt that we should 
terminate both contracts. 

Mr. Roonry. How much has been spent on Baker West? 

Mr. Kimparty. There was one another point I was going to make, 
Mr. Rooney: We have here with us now Mr. Seymour, the new Acting 
Comptroller of the IBS, who is also in on the job of reorganization. 

Mr. Rooney. I am simply trying to find out how much you have 
spent on Baker West. 

Mr. Kimpatu. I think I have that here. On Baker East there has 
been expended 

Mr. Rooney. I mean Baker West. 

Mr. Kimpaty. Baker West: The estimated total, final figures, 
including liquidation costs, $4,473,290. 

Mr. Rooney. Is that contained in these budget estimates? 

Mr. Kimpauu. Yes; that shows on page 142. That is found 
item 7. 

Mr. Rooney. Page 142 of the justifications? 

Mr. Krupa. Yes, under item 7, and on the same page, Baker 
East—— 

Mr. Rooney. What are you going to junk-out of the $4,473,290? 

Mr. Kimpatu. The equipment which they have in there, the 
transmitter equipment for that area, and the equipment that is being 
held for whatever disposal is ordered by —— 

Dr. Jonnson. By the National Security Council. 
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Mr. Rooney. How much of that $4,473,000 is for that purpose? 

Mr. Kimpauu. Mr. Chairman, Mr. Seymour is right outside. May 
he step in to give the committee those figures? 

Mr. Rooney. Is there not someone here at the top level who can 
tell us about how much money is being junked out of the Baker West 
proposition? 

Dr. Jounson. In the figure of $4 million 

Mr. Rooney. You must have taken that into consideration before 
you made the decision to junk the transmitter at that location. 

Mr. Kimpa.u. I do not seem to have right at hand a breakdown. 

Mr. Roonry. Would it be in terms of a half million dollars? 

Dr. Jounson. We can give you the exact figures, Mr. Rooney. 

Mr. Roonry. You must have made some study of it before you 
decided that you were going to abandon Baker West. 

Dr. Jounson. It costs roughly $30,000 a month—is that not correct, 
Mr. Kimball—to maintain it? 

Mr. Rooney. To maintain it? 
you? 

Mr. Merson. We were being charged, Mr. Rooney, an exhorbitant 
rate for maintaining the equipment, which would be shipped under 
the contract, and vet that equipment would belong to the contractor. 
It was a ridiculous situation. I think very little has been done at 
this place, and when Dr. Johnson found out that it was a question 
of paying high maintenance costs to take care of the equipment that 
would belong to the contractor, he thought it well to abandon it. 

Mr. Rooney. Has anything been decided as yet? 

Mr. Kimpaty. No. May I go off the record for a statement, 
Mr. Chairman? 

Mr. CLEVENGER. Very well. 

(Off-record discussion. ) 

Mr. Rooney. Then the matter of the desirability of the location of 
Baker West has not yet been finally determined? 

Dr. Jounson. So far as we are concerned. 

Mr. Kimpauu. Yes; as far as we are concerned, we have no present 
need in the plan for Baker West. 

Mr. Rooney. But you have not decided that you have not; is that 
correct? 

Mr. Kimpauyi. We have not decided definitely whether to go forward 
or backward. 

Mr. Roonry. That is what I am trying to get an answer to. It is 
a fact, is it not, that the scientists are still in disagreement with 
regard to the desirability of the Baker West location for the trans- 
mitter? 

Dr. Jounson. I think that is probably a fair statement. 

Mr. Rooney. Someone recommended it should be down below the 
California border? 

Dr. Jonnson. Yes. 

Mr. Rooney. Is that right? 

Dr. JoHnson. Yes. 

Mr. Rooney. The public has been led to believe that a terrific 
mistake had been made. 

Dr. Jounson. No—— 

Mr. Rooney. Now, it turns out that it was not a mistake? 


You were not operating it, were 
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Dr. Jounson. I think you have that wrong. Let me see if I can 
straighten it out. As I understand, the IIA investigation was made 
with a view to terminating the arrangement—— 

(Off-record discussion.) 

Mr. Rooney. In other words, somebody was responsible for making 
the decision that that was the desirable location? 

Dr. Jonnson. Yes. 

Mr. Rooney. Where it was, Baker West. 

Dr. Jounson. Yes. 

Mr. Rooney. Wherein were they wrong? If everybody agreed, 
that is, if all the scientists agreed, then it was not the wrong location 
was it? 

Dr. Jonnson. They concurred in the finding, in the determination, 
that we should terminate the contract. 

Mr. Rooney. That is something entirely different; you are not 
following me at all. You decided, at the moment of the cancellation 
of the contract, when certain other things came up, one, the matter of 
another Government agency using the land for certain purposes. Is 
that a fair statement? 

Dr. Jonnson. IJ think it is. 

Mr. Rooney. So there was not a scientific finding that this was not 
the place to locate the transmitter? 

Mr. Merson. I think you are absolutely rigbt when you say that 
the decision made by the Administrator of IIA itself, Dr. Johnson, 
was not based upon the fact 

Mr. Rooney (interposing). Dr. Johnson did not make the decision 
to terminate, did he? 

Dr. Jounson. I did. 

Mr. Merson. The decision was to suspend. 

Mr. Rooney. It was stopped immediately by Dr. Compton when 
somebody raised the question of alleged scientific disadvantages at 
that location. 

Mr. Merson. Dr. Johnson went further, and to keep expenses 
down 

Mr. Rooney. As I understand, it is now merely suspended. 

Mr. Kimpauu. The contract has now been terminated, but it was 
suspended because of the very large cost, and the potential costs 
which we were faced with. 

Mr. Rooney. When the contract was canceled, what determination 
was made with reference to the transmitter? . 

Mr. Sermour. When the termination came along, when the con- 
tract was terminated, in view of the possible cancellation, or termina- 
tion of the contract, we found that we would have a saving by keeping 
the transmitter contract. , 

Mr. Rooney. Because you would have further use for the trans- 
mitter? 

Mr. Seymour. Yes. 

Mr. Rooney. And because it is very hard to get them? 

Mr. Seymour. Yes. 

Mr. Rooney. That sounds like good business, 

Now, how much of the $4,473,290 was represented by the trans- 
mitter? 

Mr. Seymour. A little over $2 million; if you add the whole thing 
together, for the transmitter, around $2.5 million would be a round 
figure. 








ean 
ide 


n 


\- 


Jy 








583 








Mr. Rooney. The rest of the money would be lost? 
Mr. Seymour. No. The equipment can all be salvaged. 

Mr. Rooney. What? 

Mr. Seymour. I do not have the breakdown, but the amplifier, 
that sort of thing can be salvaged. 

Mr. Roonry. Now, assume that after a 6-month period has gone 
by, one of these Government agencies decides that it has no use for 
that particular location for its own purpose, is it possible that your 
croup would continue to keep the location, and complete Baker West? 

Dr. Jounson. I do not think so, because we have been told by the 
scientists that it is not an ideal location for it 

Mr. Rooney. But there are scientists who say that it is? 

Dr. Jounson. I know; you can get them on both sides 

Mr. Roonry. Certainly. 

Dr. Jounson. I tried to pick out the best ones I could get 

Mr. Coon. May I ask if the Bureau of Standards was consulted in 
this? 

Mr. Kimpauyu. The Bureau of Standards itself participated in the 
original study, Mr. Coon, which was made by MIT—the Massachu- 
setts Institute of Technology—and the reason for this is there was a 
difference of opinion, and it was decided to get the strongest scientific 
opinion possible as to the site for the location. The location of 
Baker West was a controversial question, and there was a strong 
difference of opinion among the scientists at the time Baker West was 
selected, and there was a later study made with the suggestion that 
it might be better to have a location farther down the coast 

On the other hand, there were scientific reports, pointing out the 
difficulties arising from the location down the coast from California. 
The scientific evidence, speaking from the layman’s standpoint, was 
quite divided. 

Mr. Rooney. And still is. 

Mr. Kimpaty. And no doubt would be today. I think the answer 
to Mr. Rooney’s specific question, on the basis of this program at 
$112.5 million level, is that we do not contemplate going ahead with 
any effort on the west coast, but at the same time other agencies 
wanted to give some consideration to the site before the land was 
ever sold or disposed of. And I might add, that the Defense Estab- 
lishment has indicated an interest in that site for a broadcast program. 

Mr. Coon. I believe that there was a Senate investigation con- 
ducted, indicating that the Bureau of Standards was not consulted 
in respect to the original site. 

Mr. Rooney. There was testimony before this subcommittee 
to show just exactly what happened. They brought in a stack of 
letters, some of which were confidential and couid not be made a part 
of the record, but there was enough put in the record of this committee 
to show that the Voice of America did consult with the Bureau of 
Standards. 

Dr. Jounson. That was before my time, of course. 

Mr. Rooney. Yes. The point I am trying to make is that we 
had the matter before the committee, as Mr. Wilber will remember. 

Mr. Wiser. Yes, I remember that. 

Mr. Cievencer. Mr. Rooney, was not the answer given by the 
Department itself in response to my question? That answer was to 
the effect that there was no consultation about this station. 
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Mr. Rooney. Yes; the Bureau of Standards at first did say that 
But it was not the fact. 

Dr. Johnson, at the time the presentation was made for this location, 
the amount of money that was requested 

Dr. JoHNSON (interposing). Mr. Chairman, I have been here less 
than 2 months. And may I give you, as I recall it, the reasons for 
the final decision to terminate the contract, the decision was not so 
much on the scientific grounds as for the reason that we decided that 
we did ne need it. 

Mr. Rooney. That you do not need it? 

Dr. JOHNSON. Yes. 

Mr. Roonny. That is a new one. 

Mr. JoHnson. We did not, under the reduced program. 

Mr. Roonry. You mean you now take the position that you do not 
need it? 

Dr. Jounson. We do not need it at this moment. I think that is 


correct; is it not? 


Mr. Kimpaui. Again, may I go off the record for a statement? 

Mr. Rooney. Very well. 

(Off the record discussion.) 

Mr. Preston. On the record. I want you to point out who is 
responsib - for the statement that appeared in the press and that 


made the Congress look foolish, almost silly, in appropriating funds 
for this at ‘all? 


Dr. Jounson. I did not get your question. 

Mr. Preston. I want to know who is responsible for the releases 
that gave the general impression to the people of America that the 
Congress had done such a stupid thing? 

Mr. Kimpauu. Off the record for a moment. 

(Off the record discussion.) 

Mr. Kimpauu. I could not say who is responsible, but I can say 
that we never had any such impression, and I am sorry that any 
impression got out that there was any stupid move made on the part 
of the Congress.” I think it was only a part of a new development, 
which in the normal course of things would raise a question as to 
whether, in the light of the possible future alternative facilities, we 
should hold this up in the thought that something else might be 
revealed. But there was nothing in any of the findings or the reports 
that were given to us which indicated that the judgment of the 
Congress had been wrong with respect to Baker East or West. 

Mr. Preston. Somebody certainly did a first-class propaganda job. 

Mr. Merson. Mr. Preston, may I explain one further point? 

Mr. Preston. Certainly. 

Mr. Merson. I think it might be very enlightening to the com- 
mittee if Mr. Tracy Voorhees, who made a special investigation on this 
question, could be asked to testify on this point. 

A request was made that he not only review the Voice problems of 
the MIT and the Bureau of Standards reports, but that he also talk 
with Dr. Vannevar Bush and with others, and he went over the ques- 
tion very thoroughly. 

And, when his recommendation was made to Dr. Johnson, bearing 
on the question of whether the contract should be canceled, and so far 
as any newspaper account concerning the termination is concerned, it 
could not possibly have been attributable to Dr. Johnson or any part 
of this administration, or have had any implication whatsoever that 
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the Congress had done a stupid thing, or that the original decision 
made by the ITA was stupid. 

I think the way that came about was the fact that the moment the 
decision was made, the press gave to the Congress or the committee, 
the credit for decisions which were made, decisions which, so far as 
they were concerned, were something over which they had no control. 

I think, Mr. Chairman, the fact of the matter is that no statements 
made were intended to create the slightest impression of stupidity 
anywhere along the line. 

Mr. Preston. In other words, the statement did not come from 
your office. 

Mr. Kimpauy. No. 

Mr. Merson. In no sense whatsoever. I think it would be very 
helpful if the committee would ask Mr. Voorhees, who is now busy 
on the Long Island Rail Road, to come here and give you a more 
detailed statement of the background on which the decision was made. 

It is my impression that it was based largely on the fact that the 
National Security Council had not yet spoken directly to the point to 
Dr. Johnson. 

I believe Dr. Johnson felt that he could be very severely criticized if 
he permitted a suspended contract to continue at such a cost to the 
Government, and so he terminated the contract with the contractor. 
I think you will find, gentlemen, if you examine this question further, 
that actually, although there were certain costs attributable to the 
work on the site, the overwhelming costs; that is, the substantial 
costs, are attributable to the equipment, which will not be lost, but will 
be utilized, and we will be very thanktul that we had the equipment. 

Mr. Kimpa.u. If the committee wishes, we will be very glad to 
insert a statement in the record, giving the only statement that was 
made by the Administrator at the time this cancellation of the con- 
tract was made. I think that will clear it up. 

Mr. CLevencer. That will be satisfactory. 

(The statement is as follows:) 


DEPARTMENT OF THE STATE, 
No. 152, Marcu 20, 1953. 


TERMINATION OF CONSTRUCTION CONTRACTS AT BAKER East AND BAKER WEs1 


Contracts for construction at the Voice of America’s two high-powered radio 
stations, Baker East near Wilmington, North Carolina, and Baker West at Port 
Angeles, Washington, were terminated today by Robert L. Johnson, Adminis- 
trator of the International Information Administration. 

The construction contracts for these two transmitting plants were suspended 
on February 17 by Dr. Johnson’s predecessor and substantial maintenance costs 
were still being incurred. 

Since taking office on March 3, Dr. Johnson has met with members of the 
United States Advisory Commission on Information, members of the Radio 
Advisory Committee, and obtained technical advice from experts in and outside 
the Government. 

As a result of this series of studies, Dr. Johnson said he has not attempted to 
make a final decision as to whether or not these stations should be constructed 
at some future date but he has concluded that it would not be justifiable to pro- 
ceed under present contracts for construction at Baker East or Baker West 
and that these contracts should not be continued in suspension. 


CONSULTANTS 


Mr. Rooney. Dr. Johnson, we have had a great deal of discussion 
about consultants. I think it would be well for you to indicate the 
remuneration paid to consultants, 

(The information requested is as follows:) 
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Dr. Jounson. Yes. I might add one other point in respect to Mr 
Preston’s question, that I was in conference on Tuesday, March 3, on 
the question of Baker East and Baker West, when the question of ter- 
mination was presented, whether or not it was advisable to keep the 
contract. So I started that day to set up the committee composed of 
Mr. Voorhees, Dr. Vannevar Bush, and a number of other people, and 
it was not until the next week, as a matter of fact, that it came out in 
the paper that the Baker contracts were being investigated. But be- 
fore it came out in the paper, if I recall correctly, we had found that 
we could save some money. 

Mr. Cievencer. There was a full disclosure, Dr. Johnson, on the 
floor of the House in the last Congress about the matter. 

Dr. JoHnson. Yes. 

Mr. CLevencer. The committee will take a recess now until 2 p.m 

Mr. Ctevencrer. The committee will come to order. Mr. Preston, 
I believe you had some further questions 

Mr. Preston. Yes, Mr. Chairman. 


APPRAISAL OF PROGRAM UNDER PREVIOUS ADMINISTRATION 


Doctor, I would like to have your evaluation in a brief sort. of 
way of what you found when you took over the operation of the ITA 
as to its effectiveness, its general efficiency, and the end product 
being produced by the people of ITA. 

Dr. Jonnson. I will be very glad to try to give you that. 

First I would like to say that when I first came down here I realized 
that the Operation Stateside was very largely to be helpful to the 
teams in the various countries, the 86 countries, to the public affairs 
officer and the cultural officer and the information officer, working 
under the leadership of the Ambassador. 

I have known something about ITA. Bill Benton was 2 years 
behind me at college. I knew about him, and I knew of some of 
the problems he had faced. 

I have always been very much interested in this program. From 
the beginning I have been interested, and it appealed to me as some- 
thing which was terribly important. My background is publicity 
and advertising, and so forth. I have always been interested in ideas, 
and I have traveled a good deal throughout the world. That is, not 
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in the Far East, but in Europe. I have felt there was a great deal of 
misunderstanding between our peoples. 

I have seen some of the people who have come over from Germany, 
under this Fulbright bill and its operation, and I have seen those 
people come to my campus. I was always impressed with the job 
that we were able to do with those youngsters, not forcing anything 
upon them, but just showing them what we had. When they went 
back they would take that with them. A number of them told me 
that they had written their families. It increased my interest in this. 

I decided I should make some inquiry, and try to find out who was 
the best public affairs officer in the field. The end product is in the 
field. ‘ 

I sent for Lloyd Free, first of all, a man who was in Italy. He was 
in the intelligence service in Switzerland during the war. He was a 
great friend of Allen Dulles. Allen Dulles thought very well of him. 

At the same time I heard about this production center in the 
Philippines, under the management of Egbert White, producing stuff 
for the entire Far East. Those two men came in about the same 
week. 

| was very, very favorably impressed with the job Lloyd Free was 
doing in Italy. His impression wa: that there were probably 70,000 
Communist propagandists working toward the Italian election, against 
us, and that democratic elements had about 7,000 altogether, roughly, 
working for them, trying to help the Italians win their way back to 
democracy. I was really terribly impressed. 

I decided. I was learning so much that I would send for some more, 
and I got a man to come back from Greece, which is an interesting 
spot, and Cairo and India; and I had long conferences with these men, 
and I asked them to write me quite long rather confidential statements 
about their problems, what they were accomplishing, what they were 
undertaking, where they had fallen down, and so’forth. 

I came to the conclusion that there were many fine dedicated people 
in this program. Then when I saw all of the criticism, Mr. Congress- 
man, being leveled at the program, and the low range of salaries, with 
only 3 supergrades, instead of 15 or 20-—on a comparative basis, we 
had 3 for 40 percent of the State Department staff, and they had 
80 supergrades—and I started to wonder how in thunder does America 
keep people like this around here on these salaries, when they were 
being shot at so? 

On the other hand, I also noticed what seemed to me to be a certain 
number of people who were not too competent. As | looked over 
the material, I would say we had more effective dedicated people 
than I expected to find. On the other hand, I understand that we 
have over the past few years, apparently, had some security risks 
in the program who had undoubtedly embarrassed the program so 
that the people of the country were shocked, and they naturally 
expressed their feelings by writing to Members of Congress. 

| can give you a case in point. One day | was told a man sent out 
a release to the ne wspapers, saying that I had retained 28 script 
writers, some of whom were questionable. I got a telephone call 
from one of my friends in Hollywood that day to check the story. 
In fact, I had six calls that afternoon from Mr. DeMille, which were 
taken by my staff as I was out of the office. Fortunately, we were 
able to run that thing down, and I was able to correct the statement 
in the press the next day. 
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SECURITY RISKS 


Mr. Preston. To what extent do you find in the program people 
whom you would classify as fellow travelers or sympathizers with 
the Communist cause? 

Dr. Jonnson. Well, there are about 5 or 6 or 7 people, I guess. 
I cannot remember all of their names; I would say that 6, anyway, 
were regarded as security risks. Whe n I was given the pertinent 
facts about them, well, I said, ‘Out.’ They were given an oppor- 
tunity to resign. 

Mr. Preston. Were they in a vital area? 

Dr. Jonson. Yes; I would say they were all pretfy important 
people or very important people. 

This is off the record. 

Mr. Preston. | think this ought to be on the record. 

Dr. Jounson. Do you want it on the record? Is that all right? 

Mr. CLtevenGcer. Certainly. We are the.eyes.and ears of the rest 
of the Congress. 

Dr. Jonnson. Excuse me, sir. 

Mr. CLeEveNGER. Unless it is a matter of security. 

Dr. Jounson. I did not know you wanted it on. Excuse me. 
am glad to talk on the record, on anything you Want. 

Mr. CLevencer. You can see our position. 

Dr. JoHnson. Yes. 

NUMBER OF EMPLOYEES 


Mr. Preston. How many employees do you have altogether? 

Dr. Jounson. Around 7,800 or 8,000, including the locals. 

Mr. Kimpauy. You mean the total number of people in the pro- 
gram? 

Dr. JoHnson. Yes. 

Mr. Kimpau. At the present time we are reducing from 9,509 down 
to 8.813. 

Dr. Jounson. About 4,500 are locals? 

Mr. Kimpa.u. Yes, sir. 

Dr. Jounson. About half of them are the local people. For 
instance, some of our libraries are run by locals. 

Mr. Preston. Yes. I have seen many of them overseas. 

Dr. Jounson. Now, I have had fine cooperation, sir, from Mr. 
MeLeod. 


INCOMPETENT PERSONNEL 


Mr. Preston. How many incompetents have you had to discharge? 

‘Dr. Jonnson. Well, only one that we have discharged, that fellow 
in the movies. The other fellows, we just told them the "y had better 
resign or we would prefer charges. 

Mr. Preston. How many would you include in that category? 

Dr. Jonnson. I guess it is about six. 

Mr. Preston. About six incompetents? 

Dr. Jounson. Yes. I would say about six were regarded as secu- 
rity risks. I do not know, and McLeod does not, either, that they 
were disloyal, but there was enough about them to indicate they were 
security risks. 

Mr. Preston. How many incompetents were there? Were there 
about six incompetents? 
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Dr. Jounson. I do not know, because I do not know enough about 
the organization. I would say—well, it is an awfully hard estimate 
to make, because I have not been out of New York. I mean, | have 
not been out of Washington except for a few trips to New York. It 
would be very hard for me to estimate. 

I have not found many incompetents, to tell the truth. I have 
found exceedingly loyal people. 

You can take one man here. I do not want to embarrass him; 
but Mr. Schwartz and his people have worked until midnight and 
after midnight, 1 or 2 or 3 o'clock in the morning, helping me get up 
these figures. 

This man here (Mr. Kimball) worked so hard that he just got ill last 
week, and just got out of bed. 

| regarded the Washington bureaucracy, as you read about it, as 
having a whole lot of people who rushed out to get Coca-Cola in the 
morning, and then again rushed out at 3 o’clock in the afternoon; 
but I have never seen that. 

Mr. Preston. I live next door to 3 or 4 people who work for the 
Government, and I am constantly amazed at the amount of over 
time they put in. 

Dr. Jonnson. I am awfully proud of them, actually. 

Mr. Preston. The public generally does not know how much the 
average Government employee puts out for the cause, for which he 
does not receive compensation. 

Dr. Jonnson. That is right. 

I do want to tell you this, as a reasonably ambitious fellow, in 
terms of tight administration: I do not know yet, and I will not know 
until I get these department heads to make careful studies, whether 
we still do not have some water in this whole proposition. One of the 
reasons I am awfully anxious that we get at least the $112.5 million 
is that just a few weeks ago we were told about another $5 million 
that we might need to spend almost immediately. We were told by a 
letter from Mr. C. D. Jackson that certain steps had to be taken 
almost immediately in certain areas, which included the purchase of 
another courier and several other things. If we are going to have those 
things happening from time to time, | want to have a little bit of a 
surplus. 

I am hoping that I can cut the fat out and that you men will be 
proud of the job we are doing, but I think it is sufficiently thin anyway. 

To come back for a moment to this representation item, I said to 
Mr. Merson, coming up: 

You Know, Martin, maybe that figure of $100,000 is too high Let us try te 
analyze that 
He said, 


We have 86 posts, and there are probably an average of we will say 4 or 5 people 
in the post who do some entertaining 12 months of the year. 


If you divide the $100,000 by 86 and then divide by 4 or 5, it comes 
out to about $16 a month for entertaining. That does not seem 
excessive to me, although I was rather critical of the figure, because 
[ left it up to some of the people here, who knew more about it than 
[ did. 

Mr. Preston. Let us get back to the original question, Doctor. 

Dr. Jounson. Yes. 
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Mr. Preston. By and large, then, you are reasonably well gratified 
with what you found to work with when you took over? 

Dr. Jounson. Yes. I do not want to give too much credit to my 
predecessors. I do not think it was as tight of an administration as 
it should have been. I do not think decisions had been made as 
promptly as they should have been. 

For instance, we cut back the program about 15 or 16 percent last 
September. Is that not about right? 

Mr. Kimpauu. Over the period of the last fall, and the review in 
ey, 

Dr. Jonnson. We cut out 15 percent or 17 percent? 

Mr. Kmpat. Yes, sir. 

Dr. Jounson. At that time I think really if I had been the manager 
I would have canceled out these contracts with private industry, the 
five contracts | later canceled. Though I am a believer in private 
industry—lI have been a believer in that since I was 14, with any little 
resources I have had, which I got from my own initiative—I do not 
think we actually needed those programs. 

But I have had to work under very difficult conditions. When we 
started Time magazine we had only $156,000. That is all the capital 
we had. We had to go out occasionally and borrow from the trustees 
to make a payroll. You can see how that has grown. Last year they 
did a $140 million business. That was the 26thor 28th year. Wehad 
to work on a very narrow margin. 

When I was Relief Administrator I was investigated 11 times, chiefly 
because—Mr. Rooney will enjoy this—I was a well-known Republican 
and at that time the Democratic Governor borrowed me from New 
York State to run this show. But I found that the Democrats and 


Republicans were equally decent about that. They said: 


We have to go through these motions. We know you are trying to run an hon- 


orable show and a nonpolitical show. Obviously you are not giving out the jobs 
to Democrats. You are doing this thing on a completely nonpolitical basis. 
Therefore, do not worry. We know it is better for the Democratic Party, as a 
matter of fact, to have it nonpolitical than if it went politically. 

When you are handling $200 million a month, with 780 branch 
offices and about one-fifth of the population involved—that was dental 
relief, medical relief, housing and so forth—you have to have a very 
tight control. 

So I think I have had the kind of experience which makes me want 
to be economical and effective in the realization of certain decisions 
which have to be made. You ought to say to yourself: 

This decision is important enough that I ought to spend about 4 hours looking 

into this and getting the facts. 
And then make the decision and hope it is correct. My old daddy 
used to say that 51 percent of those decisions were all right, if they 
were right. With 49 percent it was bad. I hope mine are ‘better than 
that. 

Mr. Preston. You will find, Doctor, that you will not have as 
much time to give to this tight control of administration as you would 
have in private industry. So many things come up to take your time, 
for various reasons, such as appearances on the Hill, conferences within 
the Department, and other things which rob you of your time and the 
opportunity for close and tight control which you might exercise in 
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business. That is one of the difficulties of administration in Gov- 
ernment. 

Dr. Jonnson. | think that is perfectly true. On the other hand, 
if | can bring a bunch of trained men into this business it will help. 
Take men like Cheever Cowdin. Le started in as a modest entrepre- 
neur, about 1922 or 1923. He has built 4 or 5 businesses. I remem- 
ber talking to one of his friends the other day in New York. He said: 

He has got the sharpest pencil in the business. If vou every pay too much for 
a movie he will find out and find out why and how much. 

He knew about him. If I can get other men of that caliber, that is 
what I want. 

Take the man I am considering for the Voice of America. I do not 
know whether I can get him or not. He is one of the top partners in 
MecCann-Erickson. That is a top advertising agency in New York 
City. It is a fine company. 

1 asked the president about 4 or 5 other men there to try to find 
me somebody who could head up the Voice. They have been working 
+t or 5 months, and nobody wants to take the job. Of course, there 
are not very many men trained for that. Thev are loaning me a man 
for a year, at least, to get this thine on the road, at no expense to the 
Government. The only thing is: He has to believe in me, and he has 
to like the program; and I hope to get an answer this week. 


BOOKS IN OVERSEAS LIBRARIES 


Mr. Preston. Doctor, I would like to ask you a question about a 
very controversial subject, book burning. Just what is being done in 
the library program about purging the libraries of certain books which 


have been talked about recently? 

Dr. Jounson. There are three kinds of books, as I said over the 
television the other day. There are those books which are definitely 
appropriate to be in a library, which are supposed to portray the 
American way of life and the American tradition, and our state papers, 
and so forth. But there are certain kinds of books which definitely 
are not proper, written by people who are trying to belittle and injure 
us and hurt us. Those would be written either by Communists or 
fellow travelers. Those books should not be in the library. 

Then there may be a small middle ground where honest people 
might disagree. 1 am trying to have set up a bipartisan committee 
of about eight people, which might have a couple of newspapermen on 
it, maybe a couple of educators, and maybe a couple of librarians. It 
was my feeling that those fellows should try to find out which books 
are appropriate. 

So far as book burning is concerned, 11 books apparently were 
burned in Sydney and Singapore. 

As a matter of fact, my wife and I have just moved out of a fairly 
big house which we cannot afford to keep up, working for the Govern- 
ment, and we bought a little house. We found a whole lot of books 
and manuscripts we did not know what to do with, and we burned 
them. 

I have rather a great sympathy for a little fellow who is a librarian 
up in Sydney, who sees some books he knows ought not to be there. 
Even so, he was reprimanded, and nobody else is going to burn any 
books, because we got the word out right away. 

35121—53—pt. 1-28 
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I think the President’s speech was a figure of speech. I do not think 
he referred to our little incident. 

Mr. Preston. I am quite sure of that. How many books actually 
were removed from our overseas libraries? 

Dr. Jounson. I will ask someone else to give you that infotmation. 

Mr. Kimpaui. Mr. Chairman, the report on the books that should 
not be in the libraries disclosed that out of 100,000 titles only 25 titles 
had to be removed. All of those 25 titles were titles which had been 
acquired by zift or by our taking over other libraries. Thev did not 
happen to be titles that were purchased through this appropriation 
pro ‘ram. 

Dr. Jonnson. I think Mr. Preston ought to know that we took 
some over. 

Mr. Preston. None of the 25 were bought by the Department? 

Mr. Kimpaty. That is right. In other words, we took them over. 

Dr. Jounson. There were the Latin American libraries. We in- 
herited those libraries there and we inherited a lot from the Army. 
Is that not right? 

Mr. Kimpauu. Yes, sir. 

Dr. Jounson. There may be other books that ought not to be there 
[ have asked several other people to give me a list, but they have not 
been able to do so. 

Mr. Preston. It is just a case of someone not carefully screening 
the books which were taken over; is that right? 

Dr. Jounson. That is right. 

Mr. Kimpauy. I might say that we have established a system, 
which is in effect now, where in addition to screening the books 
or contents, which is the first thing you do—you have to make sure 
through the Committee on Books that the eontent contams nothing 
detrimental to the interests of the United States—in addition on the 
question of authors, which is a controversial subject, we are not using 
books of authors who are known Communists, who refuse to testify 
on the grounds of the fifth amendment before a Committee of Congress 
or otherwise. We have a committee which very carefully screens 
the books. We cannot, obviously, make a 402, an FBI investigation, 
but we do make a check to make sure that no such factors are involved. 

I doubt that there will be any problem with respect to books which 
are purchased. As this shows, it was a question of books which in 
some cases were just given to us by people abroad, given to our 
libraries. Now that the attention has been focused on this they have 
found this number I mentioned, and those have been removed from 
the shelves. At one or two places, apparently, they did burn them 
instead of mailing them back, and so forth. It was very minor. 

Mr. Preston. What was the total number of volumes? 

Dr. Jounson. Two million total in the United States information 
centers overseas. 

Mr. Presron. I am talking about the 25 titles which have been 
donated by people and which were not property bought by the Govern- 
ment. How many volumes are there of the 25 titles? 

Dr. Jounson. The man in charge of libraries could give that. 

Mr. Kimpauu. I would like to furnish that for the record. 

Mr. Preston. Yes. 

(The information is as follows:) 
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List oF CERTAIN TITLES IN UNITED States INFORMATION LIBRARIES OVERSEAS 


JUNE 23, 1953. 

Browder, Earl Russell, 1891: 

Communism in the United States. New York, International Publishers, 
1985. 
l post reporting— London 
0 copies purchased. 
Teheran, Our Path in War and Peace. 
1 post reporting—London. 
0 copies purchased. 
Teheran, Nuestro Sendero en la Guerra y en la Paz. Santiago de 
editorial Nueva America. 1944. 
l post reporting Montevideo. 
0 copies purchased. 

Ehrenburg, Ilia Grigorevich, 1891: The Tempering of Russia. New York 
Knopf, 1944. 

3 posts reporting—New Delhi, Damascus, Medan 
0 copies purchased 
Foster, William Zebulon, 1881: Pages From a Worker’s Life. New York 
national Publishers, 1939 
1 post reporting— Mexico 
0 copies purchased 
Gorki, Maxim, 1868-1936: 

Cain y Artemio. Grandes Autores, 1944. 
1 post reporting— Managua. 
0 copies purchased. 

In America. Moscow, Foreign Languages Publishing House, 1949 
1 post reporting—Tripoli. 
0 copies purchased. 

Los Vagabundos. Grandes Autores, 1944. 
1 post reporting— Managua. 
0 copies purchased. 

Mis Universidades. Lautaro, 1944. 
1 post reporting— Managua. 
0 copies purchased. 

Twenty-six Men and a Girl. (Translated by Emily Jakowleff, Dora B. 

Montefiore.) London, Duckworth «& Co., 1902. 

1 post reporting—Tangier. 
0 copies purchased. 

Lysenko, Trofim Denosovich, 1898: Heredity and its variability. Translated 
from the Russian by Theodosius Dobzhanski, New York. Kings’ Crown 
Press, 1946. 

1 post reporting— Mexico, 

0 copies purchased. 

teed, John, 1887-1920: 

Insurgent Mexico. New York, Appleton, 1914. 
1 post reporting— Mexico. 
0 copies purchased, 

Ten Days That Shook the World. New York, Modern Library, 1935. 
1 post reporting—- Manila. 
0 copies purchased. 

Como Tomaron el Poder las Bolcheviques: Diez Dias que Commivieron 

al Mundo. 
1 post reporting— Mexico. 
0 copies purchased. 
Smedley, Agnes, 1890-1950: 

Battle Hymn of China. New York., Knopf., 1943. 

7 posts reporting— Mexico, London, Cairo, Taipei, Hanoi, Montevideo, 
Medan. 

0 copies purchased. 

China en Armas (Spanish trans.). Mexico, 1944. 
1. post reporting— Montevideo. 
0 copies purchased. 

Daughter of Earth. New York, Coward, 1935. 
1 post reporting— Montevideo. 
0 copies purchased. 





594 


Hija de la Tierra (Spanish translation). 1942. 
1 post reporting— Montevideo. 
0 copies purchased. 
Strong, Anna Louise, 1885 
I Saw the New Poland. Boston, Little, 1946. 
1 post reporting— Mexico. 
0 copies purchased. 
Peoples of the USSR. New York, Macmillan, 1944. 
3 posts reporting—Naples, Hanoi, Djakarta. 
0 copies purchased. 
Porous Lucha China. Futuro, 1944. 
2 posts reporting— Managua, Montevideo. 
0 copies purchased. 
Kl Rio Salvaje. Editorial Futuro, various dates 
2 posts reporting— Managua, Montevideo 
0 copies purchased. 
Soviet Farmers. New York National Council of American-Soviet Friend 
ship, 1944 
1 post reporting—Johannesburg 
0 copies purchased. 
The Soviets Expected It New York Dial, 1941 
l post reporting Mexico. 
0 copies purchased 
Wild River. Boston, Little, 1943 
3 posts reporting— Madrid, Tangie r, Monrovia. 
0 copies purchased. 


Nort These are the 25 tithes by these 8 authors reported among center hold- 
ings. There is no record of purchase of any of these titles by ICS. Presumably 
they were inherited from the OWI, Army, or American Library Association ad- 
ministrations, or were acquired locally. Our records are subject to adjustment in 
accordance with reports of withdrawals received from the field. This report 
covers the period up to this date. 


Dr. Jounson. You know, Mr. Preston, this business is kind of 
strange. Somebody mentioned to me that one of the best books on 


mathematics is such that all it has in it is mathematics, but it was 
written by a man with Communist leanings. If you have content as 
your criteria you would accept that book, probably. Yet in this 
sensitive time we have to be careful about even things like that. 

Mr. Kimsatu. I might add that we also pick up a large number of 
books from the Army. ‘There are all these collections; the American 
Library Association, the Army, and individual donors who maybe 
leave the country and turn books over. Those are all sources of books. 

Mr. Preston. But you have not found any trace of any individual 
in the ITA program willfully placing in the libraries subversive books? 

Dr. Jounson. We have not found any evidence. It might have 
happened in some local place. 

Mr. Kimpauu. We did not find that. 

This is an example of one thing that Dr. Johnson was speaking of 
with respect to your first question, Mr. Preston. In this screening 
process of sending materials, to make sure we do not have any known 
Communists or persons who fail to testify on the grounds of the fifth 
amendment and so on, we did find one individual who was sending such 
names as Dwight D. Eisenhower, Judge Learned Hand, Abraham 
Lincoln, and so on, and then letting the press know this had been 
done. That gave a flareup to a story. Immediately when we found 
that this sort of thing had been done we immediately checked, and the 
man had resigned and gotten out before it was pinned down. That 
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was a case of a malicious act of the sort Dr. Johnson referred to earlier. 
It was an isolated case, but it was one that made the newspapers. 

Mr. Preston. Dr. Johnson, with reference to the question about 
the overseas library, in coutrast to the testimony that was given a 
few moments ago, there appears in the morning of July 22 issue of 
the New York Times, a story by Mr. Milton Bracker, with the head- 
line “Books of 40 Authors Banned by United States in Overseas 
Libraries,’ and in this regard, I quote the following: 

Several hundred books by more than 40 authors have been removed from the 
shelves of United States libraries abroad in connection with at least 6 confidential 
State Department directives between February 19 and June 21, accoraing to a 
survey covering 20 capitals conducted by correspondents of the New York Times. 

No single specific instructions covered all the withdrawals Of 16 authors 
whose names were listed by Washington, the nearest to a common factor appeared 
be refusal to tell Federal investigators about Communist affiliation, 


Lo 


It appears from this story that more than 25 titles havé been 
removed. The statement refers to them, and I will not name them. 
The statement further points out, on direction by the Government 

Mr. Jounson. Mr. Humphrey, when he comes, can give you the 
exact figures on that. 

Mr. Merson. Mr. Preston, I think, the confusion arises in this way: 
I am not in charge of the book program, and Mr. Humphrey will be 
here later on and address himself more speciiically to the question, 
but pending his appearance, I would like to clarify this point: I have 
been working on this same question, and Dr. Johnson is very much 
interested in it, and I think the problem arises in this way: About the 
17th, I believe it was, of March, a directive was issued, which is 
coniidential. They never have released it. It speaks of authors 
who are Communists, or who obviously follow the Communist line. 

Now, when that dircetive was issued, it was contemplated that the 
[1A would have available toitsome kind of a list, either furnished by the 
Secretary, the Security Division of the State Department, or the 
Department of Justice, or by the Congress, of the people who are 
Communists or who are obviously of the Communist line. 

In spite of the fact that no such list has been forthcoming, and we 
in the administration have endeavored to obtain such a list, and we 
have had considerable difficulty with it, during the interim period, 
the librarians in over 143 libraries all over the world, themselves 
have had difficulty. The result has been that we have met with a 
diversity of actions. We find that a library in one place will have 
a list of books—and we have found in 2 instances, or perhaps 3 
instances, in which 8 or 10 books were actually burned, and at the 
moment we learned of that, we sent a directive stating that no further 
books should be destroyed. 

But I do want to say, and I think it is only fair for the record, 
that we have been working under a considerable handicap by not 
being able to get a list, in trying to carry out this directive. I 
think it is a directive that is almost impossible of execution, par- 
ticularly as far as the field is concerned. And, until such time as 
we can be furnished some kind of a list of who is a Communist, or 
who are obviously following the Communist line, we are going to 
continue to have a great deal of difficulty in carrying out the directive. 
I believe the only cases in which we have said that books should 
actually be removed from the library were those cases where people 
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had taken refuge behind the fifth amendment, and I think that 
amounts to about 8 or 10 cases—and Mr. Humphrey will be able 
to give you the exact amount. 

Now, I believe Mr. Kimball a moment ago spoke of some 25 book 
authors, or titles to books, which were removed. I think he was 
referring to the fact that there has been a total of about 25, and whether 
that includes the fifth amendment cases, I am not sure, but Mr. 
Humphrey will be able to give you the facts on that. 

But we did find that when this March 17 directive went out to the 
field, with no slightest indication by way of a list of the Communists, 
or those who obviously follow the Communist line, the occasion was 
taken by libraries to screen their books, and I cite as a particular 
example that of Bombay as an illustration, where there were something 
like 450 titles removes. Those 450 titles were removed because the 
Communist diractive required screening, and we were informed that 
this was the occasion for a general weeding out of old books, books 
out of date, and we find such ridiculous things in this list as Bert 
Andrews’ Washington Witch-hunt and Joseph Davies’ Mission to 
Moscow, and books of that sort. There is nothing, so far as I know, 
in this directive itself which would requira the library of Bombay to 
remove books of such title, because so far as I know, neither Davies 
nor Bert Andrews have been classified as being a Communist or as 
someone who obviously follows the Communist line. 

3ut 1 do think it is a fact that this kind of a directive has made a 
lot of trouble for us. We have had that reaction from the field, and 
it has been felt of such importance that Dr. Johnson prepared and 
sent a memorandum to the Secretary of State suggesting that the 
directive deal with the matter in a somewhat different manner; and 
he suggested a different approach to the problem be made, instead of 
dealing with the authorship, which we cannot really determine, be- 

cause we do not have the tools, because obviously it is impossible for 

us to make a full-field investigation of the several thousands of authors 
and collections, considering that the State Department has enough 
trouble in checking its personnel, much less checking the thousands 
of authors involved. So we are suggesting a somewhat different 
approach to the problem. 

Mr. Presron. I would like to address this question to either one 
of you gentlemen: Has not this whole question been greatly exag- 
gerated? 

Dr. Jonnson. I would think so. I think burning 10 or 11 books 
out of 2 million, to me, just looks like a lot of foolishness. I can see 
how some librarian will get very much perturbed about it. As indi- 
cated, we have sent out a cable, as a directive, stating that no further 
books were to be burned. I do not think it is anything like as serious 
as a lot of people seem to think. 

I talked to Mr. McCardle sometime after the directive was sent, 
telling him I did not see how we could live under the directive, unless 
we were furnished with a list of the authors whose books we did not 
want on the shelf, and he said that it was a matter for the Security 
Division. 

I also talked to the Secretary’s office about it, and I told him I did 
not see how we could carry out the directive unless we had a list of 
the persons who were listed as Communists, and I did not see how we 
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could get anyplace with it, so far as the books were concerned, unless 
we were told by the Department what books should be disposed of. 

The Secretary’s office has been too busy to go further with it. | 
think that a mountain has been made out of a molehill on the matter. 

Mr. Preston. That would appear to be the case. 

Dr. Jounson. Yes. 

Mr. Preston. It has given an exaggerated false impression, which 
has gone out to the world, that we are making accessible to people in 
other countries books of the Communist line, and giving the people 
the opportunity to read that type of literature, and that the taxpayers 
are paying for the program. And it is certainly obvious from the 
testimony given here today that there is no such scheme or plan or 
design on the part of the Department to do such a thing. 

Dr. Jounson. Certainly not. 

Mr. Humphrey will speak, of course, more particularly to that. 
Incidentally, I contacted a man by the name of George Brett, presi- 
dent of McMillan Co. I have known him for 40 years. He is an 
exceedingly able fellow, and I asked him to come down and to pass 
on the whole library problem. He was much impressed with Humph- 
rey. You need not worry about him. He is a good tough American 
citizen, and anything he tells me I am sure will be okay. He is will 
informed. 

Mr. Preston. I would like to ask you what happened to the 
Courier. 

Mr. Kimpauw. I think this ought to be off the record, Mr. Chairman, 

(Off record discussion. ) 

Mr. Kimpauu. On the record. I think it has demonstrated its 
value. 

Mr. CLevencer. There were two editions, were there not? 

Mr. Kimpauu. Yes. 


MOTION-PICTURE PROGRAM 


Mr. Presron. That furnishes the information I wanted. 

Now, one final question: I am a little bit disturbed about this Mr. 
DeMille advising you on policy with respect to motion pictures. 

What is your department going to do to overcome the impression 
by -American. movies out of Hollywood that has been given abroad, 
concerning the United States, particularly in view of the amount of 
money that has been spent, which certainly is not re presentative of 
typical America. Frankly, I have had people tell me in various 
countries, that the American movies certainly do not do us any good, 
that they have hurt us an awful lot. 

Dr. Jounson. Yes. 

Mr. Preston. Particularly in the poorer areas of the world, where 
they picture everybody living in the United States in a life of luxury, 
and all that sort of thing. Now, frankly, I do not know Mr. De- 
Mille personally, and I do not know what his concept of the type of 
movies you want is going to be, but the concept usually of the motion- 
picture industry is one of making money. He has the financial back- 
ground, and is the president of a big firm, but you need good production 
people in your operation. 

Dr. Jounson. Yes, and I think I can reassure you on that line, if I 
may, Mr. Preston. 





Mr. Preston. I wish you would. 

Dr. Jonnson. I discussed this same question with Mr. Kenneth 
Wells. I had contacted him in Philadelphia, and went to lunch with 
him, about a month before I came down here. He is very much im- 
pressed with Mr. DeMille; he considers him a great patriot, and in 
fact, he said he had made inquiry in Hollywood, and found that he was 
considered ene of the finest men they had in Hollywood. I had oeca- 
sion to make inquiry myself, and I gained the same impression that 
he has, that he is a thoroughgoing American, and while he is interested 
in making money, he is also interested in America as well. I got the 
impression that he was a fine, outstanding Christian statesman, and a 
great patr iot. 

Now, it seems to me that if we can get, in some instances, the serv- 
ices of these good producers, get them to take an interest, and if we 

can borrow from them some of their good production people, instead 
of paving $1,000 a week or more, it will save us a great deal of money 

[ got in touch with Mr. DeMille, and I later found out that both 
General Persons and General Smith knew him, and we had lunch 
together—I think we will be able to work out such a program. 

First, they will be able to give us the benefit of their directors on 
the right kind of program; and second, I think they will be able to 
interpret to the motion-picture people in Hollywood, the kind of pic- 
tures that will help America, rather than hurt America. One of our 
pictures ran in Italy, I think, helped very much, particularly in con- 
nection with the last election. 

If we can get Mr. DeMille, and some of the motion pictures con- 
nected with Paramount, and other producers to furnish us talent and 
directors, I think it will enable us to do a great deal more in this 
motion-picture field. 

Mr. Preston. The trouble is quite often that the directors are 
more interested in making profits, of bringing business to the box 
office, “ an they are in what we want done. 

Dr. Jonnson. I suppose it is quite natural, but at the same time, 
I am quite sure that Mr. DeMille also is interested in the American 
side, as well as in making money. 

Mr. Preston. I certainly hope he is. 

Dr. Jounson. He is certainly a good representative of the interests 
of America, and if we can get him and some of the other people to 
lend us some of their top production people, and give us the advice 
on certain kinds of problems, I think it would be to our good. 

Mr. Preston. The motion-picture industry certainly owes this 
country a debt. 

Dr. Jounson. Yes. 

Mr. Preston. It has done enough harm to America in the kind 
of pictures that have been sent abroad, and I think they certainly 
owe this country a great debt. 

Dr. Jounson. I have seen some of those pictures myself. I think 
Mr. DeMille is the kind of person that many people think of in terms 
of Hollywood as being a great American. 

Mr. Kimpaut. I wonder if I could just add something to the 
answer to your question, Mr. Preston. 

Mr. Preston. Certainly. 

Mr. Kimpatt. I went out to Hollywood some 2 years ago to talk 
with the topflight directors about directing a film program for Ger- 





many. And among that group were about 35 of the chief executives, 
who showed a very keen interest in the matter. They indicated a 
very great interest in being asked to help out in such a program, and 
showed an interest not only in providing talent, but help in the 
matter of direction, also. 

Subsequently we sent Mr. Anderson, a very able public affairs 
officer out there, who spent about 11 months with them, and deve loped 
a great deal of mutual understanding in respect to picture require- 
ments, indicating what they could do with a little effort to help the 
United States, and to overcome some of the harm that has been 
done up to this time by pictures shown in other countries. 

I would like to point out for the record that our whole program for 
motion pictures, as ccmpared with the product of the industry, is very 
small. We only have some $1.6 million of money for new pictures, 
which will produce about 88 films, and 66 short newsreels. One film 
of a big producer would cost more than what we have in the entire 
program for making the 88 films. I think that is a very important 
point, from the standpoint of enlisting the aid of the motion-picture 
industry. 

Mr. Preston. The effectiveness of the motion- pic ture program is 
established by the fact that it has been used so successfully in our own 
training of military personnel. But at the same time these pictures 
are giving the people in other countries the idea that Americans are a 
bunch of gangsters, and we are being held up as robbers, to the extent 
that it is regarded as a commonplace thing. I have had any number 
of people say we are referred to in these countries as gangsters and 
gamblers. 

Mr. Couprrr. Will the gentleman yield? 

Mr. Preston. Certainly. 

Mr. Coupertr. I had always had the naive impression that movies 
were a part of the entertainment business; and I further have had the 
naive impression that foreign movie attendance went there to be 
entertained, and not so much for the purpose of being educated. Are 
foreigners different from Americans in that respect? 

Mr. Kimsauu. I think, Mr. Coudert, that you are absolutely right, 
that they go there to be entertained, but I believe the point that was 
made was the fact that the commercial films are unfortunate ‘ly shown 
to a lot of people who do not have as much information about some of 
these entertainment programs, and gain the impression that they are 
witnessing a typical American scene. 

Mr. Coupert. Is it your impression that by making a few motion 
pictures, by spending a million and a half dollars in making pictures, 
that you can offset to any degree the effect created by the industry 
that spends hundreds of millions of dollars? 

Mr. Kimspauui. Mr. Coudert, all we have placed in this budget 
$1.6 million. 

Mr. Coupertr. Whatever it is, it is a small amount compared to the 
overall commercial industry output. 

Mr. Kimpauu. Of course, what we plan to do is largely to reach 
people our in the rural areas, who do not have much opportunity to 
see the commercial pictures. 

Dr. Jonnson. Out in the hinterland areas 

Mr. Kimpavu. And in general, these will be educational films, and 
they will be shown with other films, with numbers of pictures that 
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are gotten out by such companies as the Standard Oil Co., and also 
tied in with newsreels. 

Dr. Jounson. Mr. Coudert, it is mostly the people who do not go 
to the motion-picture theatres, largely, that will see these pictures. 

Mr. Coupert. Who will see these movies? 

Dr. Jonnson. Largely out in the rural areas. 

Mr. Couprerr. How will they see them? 

Dr. Jonnson. We have little trucks, some 300 of them, that will 
take these pictures out into the little villages, way back out in the 
country, where many of the people cannot read, and where they do not 
even have newspapers. I understand from one of the films gotten 
out—I have not seen it—about Korea, that the job was so well done, 
that even the people wh» cannot read or write do understand pretty 
well what the American forces are doing in Korea, just from looking 
at that picture alone. 

| have this kind of an idea, like the Chinese say, that one good 
picture is worth a thousand words. 

Thank you very much Mr. Preston, for yielding to me. 

Dr. Jounson. I want to correct the impression I gave a while ago. 
I meant some 300 trucks, mobile units. 

Mr. Kimspauu. I might add, that we requested in the review of the 
budget that an indication be made where the reduction could best be 
had, and the Under Secretary and Mr. Dodge both were approached 
concerning the places and the types of things that could be best cut 
out, and the decision was made with respect to Latin America, based 
on what has been done in the field of public affairs, to leave the motion- 
picture money 1n. 

Mr. Couprerr. Outside of Latin America, do you use movie trucks 
in other countries? 

Dr. Jounson. In Cairi, Egypt, they had a film on public affairs 
which I know was quite effective. 


LIST OF MOBILE UNITS 


Mr. Couprrr. Will you place a statement in the record showing 
where they are used, and how many? 

Mr. KimBa.u. Yes. 

I might add that in the Near East we use a large number of these 
mobile units—108. In the Far East 89, and again, out in the hinter- 
land, in Europe, some 61. 

Mr. Couprrt. Where do you have these 61 in Europe? 

Mr. Kimpaut. May I furnish that for the record together with the 
information previously requested? 

Mr. Coupert. Certainly. 

(The information requested follows:) 
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International Motion Picture Service— Mobile units by country and area 


Inventory 
June 30, 
1953 


FAR EAST 


(Includes 8&8 mobile units and 1 other 
vehicle used as a mobile unit 


Burma 
Formosa 
Hong Kong 
Indochina 
Indonesia 
Japar 
Korea 
Malaya 
Philippir 


EUROPEAN 


nobile units and 26 other 
vehicles used as mobile units 
Belgiun 
Denn 
Finl 
France 
Great Britain 
Italy 
Netherlands 
Norway 
Portugal 
Spain 
Sweden 


Yugosl 


NEAR EAST 


Includes 106 mobile units and 2 other 
vehicles used as mobile units 


Afghanistan 
Ceylon 

I ypt 
Eritrea 
Ethiopia 
Gold Coast 
Greece 
India 

Iran 

Traq 

Israel 
Jordan 

Ke nya 
Lebanon 
Liberia 
Libya 
Nigeria 
Pakistan 
Syria 
Turkey 


Subtotal 
AMERICAN REPUBLICS 


(Includes 33 mobile units and 15 other 
vehicles used as mobile units 


Argentina. ... 
Bolivia. . 

Bragil... 

Chile 

Colombia 

Costa Rica 

Cuba 

Dominican Republic 
Ecuador 

E! Salvador 


i 


rom bot 
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International Motion Picture Service—Mobile untts by country and area—Continued 


Replace 1954 fiscal Estimated 
ment need year esti . units oper 
1 . . efi : . 
fiscal year | mates pro- Deficit able, 1954 
1954 vide fiscal year 


Inventory 
June 30, 
1953 


AMERICAN REPUBLICS—continued 


Mr. Kimpauu. I might say that in the American Republics we 
have some 33 mobile units and 15 other vehicles used as mobile units. 

Mr. Couprerr. Are those units operating with the knowledge and 
consent of the local governments? 

Mr. Kimpaui. Oh, ves; these programs are all acceptable, and 
sponsored by the local government. 

Dr. Jonnson. I think most of them have our names on them, 


United States Government trucks. 

Mr. Kimpau. Yes. 

Dr. Jounson. In some cases I think they also have the name of the 
local government as well. 

Mr. Hamitron. I may add, Mr. Chairman, that in Iran they do 
carry the name of the Iranian Government, and there was a very 
interesting story recently to the effect that one of these trucks crossed 
over into the Russian border and showed a film to the Russian border 
guards, 

Mr. Sixes. If the gentleman is through, I would like to ask a 
question. 

Mr. Couperrt. Certainly. 

Mr. Preston. | apologize for taking too much of the committee’s 
time. 

Mr. Sikes. You had a question, Mr. Rooney. 


AMOUNT OF 1954 BUDGET 


Mr. Rooney. Dr. Johnson, during the luncheon recess, [ was 
having a hot dog and a glass of milk, and reading the afternoon edition 
of the Washington Evening Star, when I came across this item: 


e 


Information chief says $112.5 million budget isn’t enough. 
Dr. Jounson. Yes. 

Mr. Roonry. This is by the Associated Press 
Dr. Jounson. Yes. 
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Mr. Rooney. It is dated at Philadelphia, June 22. 
Dr. JoHnson. Yes 
Mr. Roonry. And reads: 


Dr. Robert L. Johnson says he wil! tell Congress the proposed $112.5 million 
budget for the International Information Administration is not enough for the 
organization he heads. 

Dr. Johnson said yesterday he will ask Congress to approve that amount, but 
declared We need a minimum of $123 million or even more. $112.5 million 
limit was set by the Bureau of the Budget. 

The Information Director was interviewed on the ABC television show, Junior 
Press Conference. He told the student newsmen that even if Congress does 
approve the amount proposed, ‘‘We might have to eliminate some countries and 
programs entirely,”’ 

Dr. Jonnson. That is right. 

Mr. Sixes. Dr. Johnson, it is somewhat difficult to follow your re- 
quest for funds for the fiscal year 1954. Please clarify it. 

Dr. Jounson. As I understood from Mr. Dodge, the original cut- 
back established brought it down to $123 million. That, of course, 
includes the German and Austrian program, and the MSA and the 
TCA, and also the request for money to be turned over to the State 
Department—S8 million or 9 million for the exchange program, and 
Mr. Dodge, although he had originally passed on the budget, and Mr. 
Conant had testified on the original estimate, Mr. Dodge said that he 
did not think we should ask for that much, but that he had no objec- 
tion, as I understood him, to my trying to justify what I thought was 
the right amount for this appropriation, with the clear understanding 
to be given to the committee that he himself would not attempt to 
justify more than $112.5 million. 

I realize I cannot possibly get more than $112.5 million, but I have 
got to be honest, and I do not know what the problems are going to 
be in the next year, and I thought I ought to give to you my best 
thought on what we should have to do the job, required of us. 

It seems to me, just like it would in running any other business, 
I should let you know the amount that I think we need, and it was 
my thought that if I got this much money I would have enough really 
to do a good job, and I think I could do it with the $123 million. 

In other words, if we could justify the $123 million, with the under- 
standing that we would not have more than the $112.5 million, then 
it would be up to the committee to cut it down. But I felt you ought 
to know what was in my thinking. You realize, I am not experienced 
in these matters, but .as I understand, that is all we can have. 

Mr. Sixes. Then the approved figure is how much? 

Dr. Jounson. $112.5 million. 

Mr. Kimpatu. May I add something to that? 

Mr. Sikes. Certainly. 

Mr. Kimpatu. The particular budget request which we are up here 
defending today is the $87,900,000 for the International Information 
Administration, contained in this budget. In addition, Mr. Dodge, 
in connection with the investigation that was mentioned this morning, 
did review the three appropriations pending up to this time: The 
German-Austrian appropriation of $27.9 million; then an item of $7.6 
million for the MSA information, and then this item. The three of 
them add up to $123.4 million. 

Then in conference, in the review by Mr. Dodge, the staff in con- 
ference with him authorized Dr. Conant to come up and justify $27.9 
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million; and it authorized Mr. Stassen to justify the $7.6 million, and 
we are here justifying the $87.9 million. 

However, it was the opinion of Mr. Dodge, and I believe he wrote 
to Mr. Taber in respect to any cuts that may be made, or that in 
grouping these three in one appropriation item, there should be further 
economies to the extent of $10.9 million, to $112.5 million—I am 
speaking now of the dollar appropriation directly, not including the 
Fulbright program. 

Now, I would like to carry on a little bit further from that if I may, 
in line with the point which Dr. Johnson has just made. 

[ think it should be clear, and I believe the Bureau of the Budget 
believes also, that there would be only small economies in connection 
with the physical reorganization of the program, that actually the 
dollar amount cut in the program level of $10.9 million, even if it were 
distributed somewhat proportionately among the three appropriations 
which | have mentioned, and even including less than the proportion- 
ate reduction in case of the exchange program which is in this budget, 
but which would remain in the State Department under the new 
organization, will not just automatically be achieved, but will be 
achieved by the reduction in the program level, more particularly on 
this side, rather than in the field, to that extent. 

For example, in the radio field, Mr. Dodge in his letter to the com- 
mittee, attached a memorandum in which he made reference to the 
fact that it would be accomplished by deemphasizing the radio pro- 
gram. Now, in the radio program we have cut out a certain number 
of the free-world broadcasts. The fact of the situation at the moment 
is that if we are to cut out the remainder of these broadcasts, the 
savings could be about $2 million, approximately, but that means 
negotiations with our Ambassadors in the countries involved, before 
we can.cut out the broadcasts. You have got to get releases from 
them, and that involves some 3 months. And, if on that basis, we 
could actually terminate the broadcasts, we will save about $1.5 
million, and I am talking about saving $10.9 million in the three 
programs. 

So we can save, after some 3 months, after we get the decision to do 
that, we can save some $1.5 million by cutting off all of those broad- 
casts. 

Now, as to the motion pictures: That has gone down from around 
$10 million to $6 million or $7 million, and as pointed out, we only 
have $1.6 million for new pictures, if we are going to add any new 
pictures; and then we have another $1.2 million for foreign-language 
versions, and $1.3 million for prints for overseas distribution. 

In other words, there is not a lot of money to be picked up in these 
particular programs. 

Another thing that I think is of interest to the committee, and I 
think you will agree, is that we can expect to make some savings under 
the consolidated program, and we have tried to anticipate in this 
budget that type of saving. 

On the other hand, it does cost us some money, when we break 
apart the organization, to go back to that part of the reorganization. 
There are many things that we will be doing that the State Depart- 
ment does for us now. 

That was the main point that Dr. Johnson was making, that 
is, that economies will have to come from a program reduction. 
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Mr. Sikes. What was the total amount proposed in the January 
budget? 2 

Mr. WivseEr. For operation, $145.4 million, was the original request, 
and $45.3 million for construction. 

Mr. Sixes. How does that figure compare with the budget request 
that is now before us? 

Mr. Wiizer. The allowance from the Bureau of the Budget was 
$114.5 million, including $8.9 million for Fulbright programs; for 
construction, $20.2 million. That was revised; as a result of the 
February revision, that was revised down to the present figure of 
$87.9 million for operations (excluding $7.9 million for Fulbright) ; 
and no construction money. 

Mr. Kimpauu. That is a net reduction of $17,756,000 for operating 
funds, and the elimination of $20,200,000 for construction. 

Mr. Stxes. What is the comparable figure for the fiscal year 1953? 

Mr. Wiser. The 1953 adjusted appropriation for IITA was 
$86,300,000. 

Mr. Kimpatu. In fiscal year 1953, the amount requested of the 
Bureau of the Budget was $225,898,000. The amount requested 
the Congress was $170 million, of which $36.7 was for construction, 
and $133.2 million was for operation. 

The amount appropriated by the Congress was $87,325,000, all of 
= . was for operation. 

, on a comparable basis, to this appropriation, we should also add 
$1 1 5 5 inition MSA money, which is being carried in this appropriation 
as $7 million. 


IMPROVEMENT IN QUALITY OF IIA PROGRAM 


Mr. Sikes. If you are going to have a reduced program, which is 
to cost almost as much money, what specifically do you propose to do 
to improve the quality of the service? 

Dr. Jounson. I do not quite understand. ‘That is really two ques- 
tions, is it not, Mr. Sikes; how we could cut, and how we are going to 
improve? 

Mr. Stkes. You have told us already how you will cut back. Now 
how are you going to improve on the service? 

Dr. Jounson. In the first place, I do not think there is any question 
but what our motion pictures need the direction of a really good man 
of the 4 or 5 top men in the motion-picture industry who have had 
some experience in motion pictures but who | never knew until I 
joined this organization. I think we need a man of experience. It is 
hard to get people, but I can probably get a man who will not prove 
expensive. 

As far as press and publications are concerned, I think we have had 
a good many publications that 1 do not think are very good. I think 
with the right kind of direction | can greatly improve that. I think 
by printing them in Beirut and more of them in Paris, which is another 
good production center, as well as‘Manila, we can. probably do a more 
inexpensive job and get perhaps better results. Well, the public will 
be able to know more about the customs and types of people they are 
photographing for the magazines and that sort of thing. 

We really are going to use more and more in the field. The opera- 
tion of this is a field job, and the direction of the Ambassador is ter- 
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tibly important. I have decided, if Congress permits, and I go ahead 
with this project, we will have at least 4 men who will be our eyes and 
ears, and they will be in touch at least 10 days or a month with each 
important post in their particular areas, bringing back to us the things 
in this line. Then we will try to develop the suggested priority 
projects. 

I also believe that we can improve the training, particularly of the 
public affairs officers, and I am trying to set up some sort of training 
division. We have never really had a training division and have sent 
people out who were not enough qualified or who had not enough 
background. I have brought down last week to help plan our train- 
ing division a man from Armstrong Cork, to look over what we are 
already doing and make suggestions, because I believe there is a fine 
career in our information program and we can get better people as we 
go along. 

RUSSIAN PROPAGANDA 


Mr. Sikes. I wish you much success, for I think you need a larger 
program rather than less. I think this program has done more good 
than is generally recognized by the American people. I do not think 
it has done as much good as it could have or should have. It is re 
ably the most fertile of all fields for improvement and it has great 
possibilities; it is a field that the Communists have used to excellent 
lvantage. 1 wonder what, if anything, you feel can be learned from 
their propaganda methods. You have to admit they have been very 
successful. Now, what do they have that we do not have? We are 
the best salesmen in the world when it comes to selling things to each 
other. But what is the matter that we cannot sell other people some- 
thing as simple and fundamental as freedom and democracy? 

Dr. Jounson. I think it boils down to this. We are fundamentally 
a very forthright Nation. Anything that smacks of propaganda is 
distasteful to us. The Russians have been working for 30 years, and 
for 30 years they have tried to conquer China. They are spending 
billions of dollars; they are spending, we estimate, a billion and a half 
a year. And they have trained about 1.3 million people in their 
propaganda schools and publicity schools to where they are really 
experts at it. In addition to that, every one of their propagandists is 
trained. I understand they have 4,000 or 5,000 who have had ele- 
mentary courses in propaganda. Take this matter of germ warfare in 
Korea. I heard this figure the other day. It seemed fantastic, but 
the figure I got I got from a man who ought to know, and I think he 
said they were spending about $25 million a year alone in exploiting 
this propanda about our use of germ warfare. And that was in one 
country; that is in Austria. And they have exhibits showing parts of 
the technique, whatever it is, of inflicting germ warfare and so forth. 

You know, from your experience as an American who has lived 
under two werld wars, of the Hitler tecnhique of telling a big lie and 
telling it often enough. If we do not answer that, a lot of people are 
going to say ““‘Where there is smoke, there must be fire.’ 

Mr. Sixes. What vou are saying is that they are working a lot 
harder at it than we are? 

Dr. Jounson. They are working a lot harder than we are and have 
been doing it much longer. I believe if I should stay down here 
another year or two, I can bring in some men who are experts in these 
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foreign countries, who know the psychology of those people we are 
dealing with and trying to reach, and we can develop a better way of 
presenting our program. 

After all, if you are going to try to sell Eskimos something, you 
ought to know the psye hology of the Eskimos and, if you do, you may 
be able to sell him mittens with our technique. But we do not 
know too much about the Eskimos or these people in the countries of 
South Americe 

I heard the other day of a meeting of le ading psye ‘hologists 1 in the 
United States, 120 of them, who met some place in New Jersey. | 
talked to the head psychologist at the university where | worked 
when I was at Temple. He is a member of this group. He said 
“Bob, I wish you would come up there. We have various committees. 
We have a committee of men particularly well informed on inter- 
national problems.’’ There are three men in that group. I said 
“T cannot, but | am in touch with the president,” and at the appropri- 
ate time he is going to send 1 or 2 of those men down to help build 
this project. And this will be a planning committee of fellows who will 
have a chairman who is a man of broad experience, who will know 
how to reach these people. There are some very good people in the 
United States, but they have never been brought into the program. 

You men all know about Captain Zacharias. I heard of the man, 
the ghost writer, who wrote his book, which is quite a success—a 
very able fellow. So are most all the other fellows like that. We 
have to bring in 6 or 8 of those men and have them sit down with us 
and help us develop the right techniques, the method of approach, 
and the other tools, and I think we will do a good job without paying 
them much more money. 

Mr. Kimpauu. If I may make just this one statement, I think it is 
exceedingly important. There was a lot of criticism that I read in 
some of the past hearings of this committee in years past, that we 
have been making a very definite effort to overcome, that there was 
too much sitting back in Washington and brass hatting what we were 
doing for them in the field, like sending too many of this and that 
pamphlet. The IIA now has a definite policy that we would like 
them to tell us what they need and within our resources we will 
make it available. So I might add this budget was developed not by 
sitting here and dreaming it up, but was very carefully worked out in 

ach phase, not by just the public affairs officers, but by the Embassy 
political people and so forth giving us their best judgment. We had 
to give them limits, and for 1955 we said “If there were no limits, 
what would you suggest.’”’ But on this budget we had te say ‘“‘This is 
going to have to be held down.” It is a very interesting feature, 
based on that, that in some places we cut down or cut out motion 
pictures, because we were not given enough money to make it worth 
while. In other places we are cutting out radio, the entire budget for 
radio. This has the fellows on the ground, specifically this type of 
overall expert in psychological warfare, to give us their determinations. 
I wanted to stress that, because this is a field budget. 








GERMANY 





UNREST IN EAST 


Mr. Sixes. A little while ago I believe Dr. Johnson made a very 
good point when he said that when Stalin died we were not prepared 
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to take advantage of that propagandawise. We have another exam 
ple now before us. There is at this moment a great deal of unrest 
behind the Iron Curtain. In the one territory that Russia is most 
anxious to convert to communism, East Germany, there is what 
might be called open revolt. 

Dr. Jounson. That is right. 

Mr. Sixes. The present situation is fertile with possibility. Are 
we any more prepared to take advantage of that situation than we 
were at the time of Stalin’s death? 

Dr. Jounson. I would like to call on Mr. Hamilton to answer that, 
because I think that is an exceedingly interesting question. 

Mr. Hamixron. I can tell you a little about what has been done. 
You may have heard that the minute the riot started, the rioters 
went to RIAS in West Germany and asked RIAS to broadcast the 
news and set forth that. Our line has been all along that this was 
the Soviet forces suppressing the German workers. 

I have here the current topics used by VOA on the question of 
whether we should encourage open revolt behind the Iron Curtain. 
If you would like to have the titles of two scripts on the subject, one 
is entitled “Shattering the Big Lie,” describing what happened in 
East Berlin this moraing, and the second is called “June 16 Will Go 
Down in History.” 

Mr. Sixes. What use was made of that material? 

Mr. Hamitron. This is written through the central desk in the 
Radio Division and is made available to all of the language services. 
We could get a report as to which languages used these scripts if it 
would be of any interest to the committee. 

Mr. Sixes. It would be of interest. I would like to have it, Mr. 
Chairman. 

Mr. Hamiiron. Would you like to have the scripts, also? 

Mr. Sixes. Yes. 

Mr. CievenGer. I have no objection. 

Dr. Jounson. This really is quite an opportunity. We learned 
about this business early that morning, and I asked Mr. Merson to go 
over and put this thing through for us. 

(Discussion off the record.) 

Dr. Jounson. I sent a team over to Germany to look RIAS over, 
and they came back with a tremendously fine impression of the job 
being done over there on the radio, particularly the use of escapees, 
putting them on the radio, and so forth; people who mentioned their 
names and told what difficulties they had encountered and said ‘At 
last I am free.” 

Mr. Sixes. I think you have touched on something that is important 
and fundamental. Now, are you going to limit that type of so-called 
field activity under this budget? 


COUNTRIES AND POSTS ELIMINATED FROM BUDGET 


Dr. Jounson. Yes, sir. We have already cut out how many posts? 
Mr. HamI.Lron. Six countries and thirteen posts. 

Mr. Sikes. Have you identified those for. the record? 

Mr. Hamitron. They are in the budget, | believe. 

Mr. Sixes. Will you identify them at this time? 
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Dr. Jonnson. I think we can get that. They are marginal 
countries. 
Mr. Hamiiron. I can put them in the record. ‘The 13 posts are: 


Thirteen Marginal Posts Eliminated 
Ottawa, Canada Chonju } 
Luxembourg Masan ; Korea 
Adelaide, Australia Taejon 
Bergen, Norway Aden 
Geneva ost perlar d Dakar, French West Africa 
Zurich f° g paieas mas Lourenco Marques, Mozambique 


Six Marginal Countries Eliminated 


Aden Luxembourg 
Canada Mozambique 
French West Africa Saudi-Arabia 

Mr. Sixes. Do you feel the service is going to suffer as a result of 
those eliminations, or do you feel they were largely duplicating work 
done elsewhere? 

Mr. Kimpaui. This was a case, Mr. Sikes, of having to make 
certain very definite economies. And in weighing with the best 
advice not only of the Department and of the four regional assistant 
secretaries, and particularly the regional people, those were the ones 
that were considered the most marginal, with the least priority, in 
relation to the other tasks we had to do under this budget. 

Dr. Jounson. That was based on the $123 million budget? 

Mr. Kimpauu. That was based on the $87.9 million. 

Dr. Jonnson. The answer to your question is a little hard to guess, 
but I would imagine we might have to cut out at least 20 more coun- 
tries and cut down on some functions. 


BROADCASTS ON WEALTH OF AMERICANS 


Mr. Sixes. Let me ask you this. In the past there has been criti- 
cism of the way our broadcasts and information services apparently 
have played up the wealth of this country. There is a general feeling 
that instead of making them like us, we have simply made them 
envious and resentful of the wealth that we possess as a nation. I do 
not know whether that condition actually is true or not. I am going 
by what I have read and heard. But if this is the subject of criticism 
abroad—and it could well be—are you planning to change your 
general line of attack to one with a sounder base? 

Dr. Jounson. That is an awfully good question. I would like Mr. 
Hamilton for the moment to address himself to that question. In the 
meantime, I want to tell you of a thing that happened to me the 
other night which is apropos. 

I very seldom listen to the radio since my two boys came back from 
the war, but I turned on the radio and I happened to tune in a program 
where they were discussing the Voice of America, and | pricked my 
ears up. Somebody was speaking against this program and saying 
“Why, do you know they had a program not long ago telling the 
women in India how to tell when they were actually in love?” It 
frightened me to think they were doing that sort of thing, and I made 
inquiry. I found out some little script had been pre pared, but some 
body caught it and it was killed and never went out over the air. 
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Probably a lot of things that were said in the past were not very 
good. I have heard a good deal about the problems they have had 
and have some little feeling about the bad publicity they have had. 
It seems to me that we ought to limit the broadcasts pretty much 
to news and interesting features, with a certain amount of religious 
programs and programs on special events. If you were, say, @ news- 
paperman, you would put on the front page of that paper the things 
that were most likely to interest the market you were selling. In 
other words, out there if the front page of the radio is beaming to a 
certain satellite country, they would be interested to know that 
Russia was talking about peace and in the very next item we would 
say they shot down a British plane yesterday and day before vyester- 
day an American plane. So we would be giving the news that we 
feel is interesting to those people. 

I know Mr. Clevenger, for whom I have great respect, may think 
I am treading on dangerous ground a little bit when I mention a 
religious program. But in the 10 basic religions of the world they 
all have certain basic tenets and it seems to me this is a vital point 
Many of these people have lost their physical homes and also they 
have lost their spiritual homes. I think we can learn a lot now, and 
I have talked to Cardinal Spellman and other members of his diocese 
whom he looks to to give advice; I have also talked to the National 
Council of Churches; 1 have also been in touch with Captain Gold 
berg, the chief Jewish chaplain in the Navy and a great scholar, 
and I think we can develop some religious programs that will be 
effective. 

Mr. Sixes. I think you have a very fertile field there, but do I take 
it from your answer—you did not say specifically—that you are getting 
away from the practice of telling people how rich Americans are? 

Dr. Jonnson. I never thought at times that it made sense to many 
of them, because it did not tome. After all, many of those people are 
more worried about where they are roing to get their next meals than 
they are about whether they are going to have an automobile or an 
electric refrigerator. 

Mr. Sixes. That is very true. That is why I brought it up. 

[ again wish you a lot of success. I hope you have a chance to 
show what you can do with this program. It is very important. 


FORMER HEADS OF VOICE PROGRAM 


Mr. CLevencer. I think we ought to complete the record on the 
questions by Mr. Preston about former heads of the Voice of America 
program who have been released. I think the record ought to show 
who they are. 

Dr. Jounson. I will be glad to tell vou anv of them I know. The 
man who was zeneral manager at one time died the other day—Mr. 
Barnard. 

Mr. Cievencer. I was not thinking of him. 

Dr. Jonnson. I mean he had to resien as general manager, because 
of his heart trouble, and he was an able fellow. 

Mr. CLevencer. He was in the Voice; was he? 

Dr. Jonnson. He was general manager of the whole show for a 
while, before I came in. But he was serving as a consultant, 
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ry Mr. Rooney. He was a very distinguished and able gentleman and 
LC] . , > 
d a fine American. We became close friends and I respected him 
] greatly. The Nation benefited by his valuable services which he 
a vave at great personal sacrifice. ay: : 
Mr. CLevenacer. | did not have him in mind. 

: Mr. Roonry. I do not know what vou had in mind or what the 
re purpose is, but Barney Barnard resigned. 
Were any of those peop e fired? 
Z Mr. Cievencer. They have been separated. Let us call it that. 
9 Dr. Jounson. I do not know of anybody. Yes; the chief engineer 
: resigned. Did he not? There was one man who resigned on whom I 
cannot give you any more information, except I think you ought to 
talk to the Security Department. We may have had considerably 
: more resign. I only know one I can think of. I do not say this man 
was disloyal, but he was regarded as a security risk. That is all I 

know in the Voice. 






Mr. Kimpa.u. We are not permitted to give out the names of people 
who were security risks. In such cases we have to refer to Mr. 
McLeod. 

Mr. CLevencer. I hope Mr. McLeod will show that. 












PRIVATE-ENTERPRISE BROADCASTS 





In the discontinuance of programs, you have practically eliminated 
everything for the private-enterprise activities? 

Dr. Jonnson. That is right, unfortunately, and I regret it very 
much. 

Mr. CLevencer. Even the small appropriation that this committee 
provided for private-enterprise broadcasts, where they had quite an 
audience—larger in some countries than your own. That cost only 
a limited amount of money. 

Mr. Kimpauu. We still have that in; the $100,000 which the com- 
mittee inserted last year for private-enterprise broadcast programs 
is continued in this appropriation in the language. We have spent 
the $100,000 which was appropriated last year for World Wide and 
Associates. 
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EQUIPMENT LOST ON “‘COURIER 





Mr. CLievencer. How much in the way of balloons and equipment 
have been lost on the Courier since it went into service? 

Mr. Kimpauu. We cannot furnish that. 

Mr. CLevencerR. You lost one before she ever got to sea, in the 
Chesapeake. From the best information I have, you have lost at 
least one since. 

Dr. Jonnson. I do not know. That question never came up. 

I will put something in the record on that. 

(The information is as follows:) 
















‘‘CouRIER’’—ANTENNA BALLOONS 









The Courier lost one balloon during its trial run in early 1952 while going 
through Chesapeake Bay. This balloon was recovered undamaged. 

In the storms in the Mediterranean last fall (1952), two balloons were torn loose. 
One was recovered. Though damaged, it was repaired by the Courier without 
additional cost. The other balloon was carried inland, and was not recovered. 
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OVERSEAS LIBRARIES 








those. These are not so extensive .There are not so many volumes. 
But what you do is duplicate the list in a number of libraries. 

Mr. Kimpatu. Yes, sir. We have about 100,000 titles and about 2 
million volumes spread among the 143 libraries. 

Mr. CLEVENGER. What is the number that you purchased? 

Mr. KimsBati. We purchase about 1,000 a year out of 12,000 
publications that come out. 

Mr. Cievencer. The members of the Committee will remember 
how we were told a few years ago about the wonderful books you had 
in Europe, how Karl Stefan dropped in and found the opposite was 
true, and how it was denied until he produced his evidence. 










ESTIMATES OF COSTS OF BROADCASTING 





FACILITIES 





You talk about $15 million in one broadcasting installation. Can 
any of your gentlemen tell us where you ever asked for $15 million to 
spend on one installation? 

Mr. Kimsauu. I was talking about the twin installation of John 
and ~_ out in the Pacific. 

Mr. CLevencer. Do you know of any installation that didn’t cost 

t least twice what this committee was originally asked for? 

Dr. Jounson. That is not finished. 

Mr. CLevencer. I say do you know of one that was ever built 
that didn’t cost twice what was represented to be the cost when you 
first got the appropriation. 

Mr. Kimpatu. I think the answer is that all have been built for 
less than twice. As I recall the figures of the original amounts put in 
for each of those megawatt broadcast stations, it was $6,164,000, 
which was stated at the time to be the figure to be used at each one 
of them, regardless of the fact that one was being built in the Pacific 
and the other in Greece and so forth. Now, certain of them have run 
over by $1 million, $1.5 million, but not double 

Mr. CLevencer. They did prior to the time we bore down so hard. 
Of course, since then they have not exceeded the cost to the same 
extent. 

Mr. KimsBa.u. Incidentally, we will be glad to furnish you with the 
figures 

Mr. CLevencer. Now, is not this plant in Greece one you showed 
us pictures of a year or 2 years ago; this is Limnos? 

Mr. Sone Ks This is Limnos. 

Dr. Jonnson. It is not built. 


‘ 


LEVENGER. We have qui 


i an elaborate station in Greece. 
a 
\i 


( 
r. KIMBALL. In Salonika. 
Dr. Jonnson. We have a relay station. 
Mr. C 

Mr. Kimpatu. I wish to sav we will be glad to: furnish the cost up 
to date on each of those transmitters and construction projects that 


are being put in, so that you will have the exact figures. 


LEVENGER. It is an elaborate operation. 




















PROCUREMENT OF QUESTIONABLE BOOKS IN 





OVERSEAS LIBRARIES 





Mr. CLevencer. Can you put any information in the record of 
what these book titles are, how they were bought, or how many? 











Mr. CLevenGer. About these books, certainly you have a list of 
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Mr. Kimpauu. Are you talking of all the new purehases? 

Mr. CLevenGer. | am talking about the books there now. 

Mr. Rooney. Here is the way to get at that. Let us give them a 
list, including Bert Andrews, Joe Davies, Howard Fast, and all of 
them, good or bad, hand it to them, and ask how manv of those books 
are among those they bought last vear. 

Mr. CLevenGcer. Have you followed the hearings of the Senate 
committee on the library and its content? 

Mr KIMBALL. The hearings have been very closels followed, and 
Mr. Humphrey has prepared 

Mr. Rooney. It would be interesting to the p iblie Mav [I have 
that copy of the New York Times? Here is a list on page 8 of the 
New York Times, of the books banned, and there is a list of authors, 
necluding Joe Davies, Bert Andrews, Dashiell Hammett, Howard Fast, 
eood and bad. 

Hlow many of these books, if any, were bought during the past vear? 

Mr. Kimpauu, May I suggest, because we know you want that in 
open session, that that question be asked of Mr. [!umphrey, the head 
of the Information Center Service? 

Mr. Rooney. There is the answer [indicating]. 

Mr. CLeEvENGER. | want to know what has happened to the script 
writer who wrote the story that was suppressed on India. Is he still 
on the payroll? 

Dr. Jounson. I do not know who it was. 

Mr. Kimpauu. I might say Dr. Morton, who is the head of the Voice, 
is waiting outside to testify and probably will be better able to testify. 
[ might say in another case I happen to know firsthand, because it 
happened in Washington, we had a case of deliberate action of some- 
body taking off on his own on the text and the person being dis- 
charged. It happened to be in a different service here in town. 


REORGANIZATION OF FOREIGN INFORMATION PROGRAMS 


Mr. Crevencer. You know you have not told us any new things 
today. The names have been different, but most of these statements 
we have listened to for the last 5 or 6 years, and each year they get 
bigger and bigger. I think the program should get smaller, cleaner, 
and sounder. Those things are an old story to us; there has not been 
a new thing developed here today. 

Mr. KimBauu. | think you might be interested in two things. One 
is we appointed a committee recently to check some ef the seripts. 
That is how in process The secona thing is our new plans for anew 
United States information agency if Reorganization Plan No. 8 1s 
adopted, which is a bare outline, and you will notice the emphasis on 
“field” in the new agency. 

I thought you gentlemen might be interested in how the reorgant- 


zation looks. This is the way our complex information looks now in 


‘ 


the Government as a whole [exhibitin rl, and this is the way it 1s cleaned 
up under the reorganization plan [exhibiting] This shows how for 
once it cleans up the lines of authority [exhibiting]. For example, on 
this chart it shows the present situation under Dr. Johnson. 
Mr. CLEVENGER. You may include that in the record if you like. 
Mr. Kimpauu. | think this might be helpful. 
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TRANSFER OF ‘‘VOICE’’ BROADCASTING TO WASHINGTON 


Mr. Rooney. Did I correctly understand you to say that one of 
the reasons behind the move to move the Voice of America to Wash- 
ington was that broadcasting from here would be more easily noted 
by this committee? 

Mr. CLevencer. Not by this committee. The State Department 
which has the responsibility for foreign policy. 

Mr. Roonry. Well, they can hear it in Washington now being 
broadcast from New York. 

Mr. CLEVENGER. Now, Mr. Coudert. 


INFORMATION ADVISORY COMMISSION 


Dr. Jonnson. First, may I ask you have vou talked to any members 
of the Information Advisory Commission appointed by the President 
at the direction of Congress? 

[r. CouprErtr. I do not think so—not recently. 

Dr. Jonnson. You know Mr. Phil Reed and Ben Hibbs, head of the 
Saturday Evening Post, Justin Miller, Mark A. May, and Erwin D. 
Canham. 

I met them several times and was interested in their program. J] 
asked those gentlemen if they would let me consider them as my board 
of directors at home, and I said I was not going to make any important 
move without consulting them, and I wanted to operate as the presi- 
dent of a corporation does. They were delighted. I felt, although 
they wanted to be helpful and interested, perhaps we could say the 
way it was done before they were not consulted. Those men think 
this program is very much better than previously, and I just thought 
Mr. Coudert, because he is a New York gentleman, might have par- 
ticularly run across Phil Reed and some of these others. 

Mr. Couprrt. I run across bim from time to time, and I feel it is 
very helpful to have a group like that to go to when you have prob- 
lems to discuss. 

I happen to be 1 of 3 who are new to this committee. So I have 
been very much interested in the discussion of the technical cnn. 
But frankly I am more interested in the general, overall justification 
of this program—what it has produced and what you think it is going 
to produc e. I would like to ask if you or any of your staff have avail- 
able an overall breakdown of the expenditures by country. In the 
justifications there is a breakdown by various functions by country, 
but I do not believe there is an overall breakdown of the program. 

Dr. Jounson. I do not think we have, but I think we can get it. 
I understand it will be available tomorrow. 

Mr. Covperr. I assume the justification of this program is the 

xistence of the so-called cold war 

Dr ee That is right. And we hope we are going to win the 
co ld \ 


Mr ‘oupERT. I have no doubt of that 
JUSTIFICATION FOR MISSIONS IN FRIENDLY COUNTRIES 
I note that substantial sums of this appropriation, past and presently 


requested, go to Australia. That is correct; is it not? 
Mr. Scuowartz. That is the mission figure. 
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Mr. Coupert. The mission total is $139,035, according to page 41. 
[ note that Belgium is included at $328,000. These figures that I 
have gotten from paze 41 of the justifications relate solely to the 
summary of positions and total operating expenses by geographic 
area and country? 

Dr. Jounson. That is right. 

Mr. Coupert. Exclusive of media support services for regular 
USIS. I note that Denmark is down for a very large sum, $516,000; 
Finland is down for $150,000; France is down for $3.6 million; Great 
Britain is down for $830,000. In short, all of Europe is down for 
$11,547,000, solely for the missions, and outside of media support 
services expenditures. 

Now, I would like to know what justification there is for spending 
such large sums on maintaining missions and conducting propaganda 
in Great Britain, in Australia, in the Union of South Africa, in Sweden, 
in Norway, in New Zealand, the Netherlands, and the host of other 
countries that are either members of NATO or are allies of ours whose 
governments themselves should be conducting the propaganda. 

Dr. Jounson. I would like to have Mr. Hamilton answer that 
question. 

Mr. Hamitron. Am I right in assuming these figures include 
MSA funds? 

Mr. Scuwarrz. They include only the $7 million transferred to 
us; they do not include anything for technical and economic assistance 
themes 

Mr. Hamiuron. In general it is true these sums represent primar- 
ily—-I believe the amount of money we have spent in Belgium 
amounted to about $150,000. 

Mr. Covprertr. Why did you spend any money in Belgium; why 
has not Belgium done its own propaganda for the United States? 
It has a perfectly stable government; it is a sound country; it is one 
of the soundest countries, I guess, in Europe. Is this just additional 
economic aid to Belgium? 

Mr. Hamitron. No; it is not. These countries are the core of 
our alliance. 

Mr. Couperr. Why should we conduct propaganda in them? Is 
it to sell them the idea of what great guys we are? We are spending 
billions of dollars for economic and military aid in all of these Euro- 
pean countries listed here, and on top of that we are asked to spend 
millions more in those came countries to sell oursleves. 

Dr. Jounson. First 1 would like to hear what Mr. Hamilton says. 
Then I will supplement what he says. I think he is probably the best 
informed. 

Mr. Hamiuron. In the first place, we have invested very heavily 
in our military aid to these countries because they are essential to our 
alliance. We have at the same time to persuade the peoples of those 
countries that the military alliance is necessary. 

Mr. Couprrr. We have to persuade them that the military ailiance 
is necessary? Do not they have a government of their own; did not 
their governments engage in the treaties and make commitments? 

Mr. Hamiiton. That is true. 

Mr. Covuprert. Are not our troops there, and has not our aid been 
accepted with the knowledge and consent of the governments, and 
why is it not the responsibility of the foreign governments? Is it that 
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Dr. Johnson and his predecessors do not trust the people of Great 
Britain so that they have to be subjected to American propaganda? 

Dr. Jonnson. Of course, I know something about the people in 
Great Britain. They are divided, as you know, into two major 
parties, and there are quite a few people there who are not entirely 
in sympathy with what we are doing. I think it is important for us 
to hold our British ally. Whether we are spending too much or too 
little I do not know. I am too new. 

Mr. Coupgerr. You mean we are in the curious position where we 
not only have to combat the Soviet world, but also to hold the people 
of Great Britain, France, Belgium, and all of those other countries to 
commitments made by their own Governments by American paid and 
conducted propaganda? 

Dr. Jounson. | believe it is the opinion of those who have been 
here longer than I have been that in order to make sure we keep the 
free countries of the world, if possible, on our side that we let them 
know what kind of people we are; that we show we have a similar 
trend in terms of culture with them; that we are not just gangsters. 

Mr. Couprrt. I assumed that was the program. In other words, 
the justification for the greater part of this program is that we are 
already committed militarily and we have heaven knows how many 
thousands of troops stationed in Great Britain by way of example, 
a very large part of our Air Force, as I gather from reading the news- 
papers, and we have naval contingents, “and we spend enormous sums 
for economic and military aid to “Great Britain in addition; yet, on 
top of that, it is considered necessary that we spend substantial sums 
running into the millions to conduct propaganda. 

Dr. Jounson. I guess the British Broadcasting Co. does as good 
a job as any I know, and they are, of course, broadcasting to the free 
world very heavily. Maybe it is wrong to do that. 

Mr. Couprrt. Why should not the British Government conduct 
its own program? And I am taking the British Government as an 
example of all these countries that are in the same position, to wit, 
countries with reasonably stabilized societies, who are not on the 
fringe of the Soviet world. Why should not we take the position 
and why would not we be justified in taking the position that we 
certainly have no obligation to conduct American propaganda in 
those countries and it is the responsibility of those governments to 
justify the policies that they are adopting, the commitments they 
make with us, the acceptance of American troops, and we should 
not be required to justify the sending of our aid. 

Dr. Jounson. But do not you think we have to justify our attitude 
in Korea to the English? You know Clement Attlee’s position. 
There are certain United States foreign policies and certain United 
States motives that I think we should acquaint even the free peoples 
of the world with. 

Mr. Couprerr. You mean we should bypass the British Govern- 
ment? 

Dr. Jonnson. No. 

Mr. Covuprerr. And go over its head by our propaganda to reach 
the people? 

Dr. Jounson. I think we should explain, sir, why we are in Korea 
and why we have responsibilities there and why we are not willing, 
perhaps, to go along with them in certain foreign policies. For ex- 
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ample, they have been advocating recognizition of Red China. We, 
I hope, will not ever do that. I think we have to prepare the way for 
being tough on that subject. 

Mr. Couperrrt. Is it you judgment that if the Information Service 
ceased to operate in the NATO countries that the alliance would be 
jeopardized? 

Dr. Jonnson. I would not like to say that, but I would like to say 
this: If you have some doubt—and you have, sir; and you have a 
perfect right to—I think it might be very interesting for you to get in 
touch with the ambassadors in those countries and ask them how much 
they think our information programs are worth, whether they think 
we are spending too much, and whether they think they are really 
essential in terms of interpreting our policies and our motives to the 
peoples of those countries. 

Would you be willing to do that, sir? 

Mr. Couperr. | know some of our Ambassadors. 


CONDUCT OF PROPAGANDA IN ITALY 


Another point you made, Dr. Johnson, when you answered some- 
body’s question—-I think it was Mr. Preston’s—-was that vou said 
something about the Russian propaganda in Italy, and you said 
something about 70,000 Russian agents. 

Dr. Jounson. I do not know whether it is true or not. I have 
heard that. 

Mr. Couperr. Even if there were 70,000 Russian propagandists 
in Italy, surely there were many millions of Italians who were pro- 
American, and the Italian Government has been pro-American. The 
De Gasperi government has given every indication of it. Italy has 
cooperated in every way, so far as the Government is concerned. 

Dr. Jounson. That is right. 

Mr. Couprrt. Therefore, even in Italy does the question not arise: 
Should the propaganda in support of Italo-American policy not have 
been better conducted by the Italian Government, even if we had to 
give them the funds we spent as a contribution, rather than doing it 
ourselves? 

Dr. Jounson. If we could get Italian attribution it would be very 
much better; if they could send Italian writers to the papers and so 
forth, to explain our position. 

Mr. Couprrt. The truth of the matter is, I believe—and correct 
me if I am wrong—that the success of Russian propaganda derives 
largely from the fact that it is conducted by nationals of the con 
munity in which the propaganda operates. 

Dr. JoHnson. Quite right, sir. We do try to do that through the 
unions and so forth. 

Mr. Wixzer. If I could go off the record 

(Discussion off the record.) 

Mr. Coupsrt. There is no doubt about it. What I am interested 
in is just what I want to get on the record. I do not see why in the 
world we are out conducting propaganda where presumably the 
governments and the people are with us. 

Dr. Jounson. It appears to me, Mr. Coudert, to be the policy of 
the State Department to inform our allies on our positions and 
policies. 
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Mr. CoupeErr. Does the State Department not have Ambassadors 
and Embassies which communicate with foreign governments? 

Dr. Jonnson. This is why we are a part of the Embassy. Our 
people contact editors. Our people contact union leaders and get them 
interested in what we are doing, and distribute our literature and that 
sort of thing. Our information people are really a part of the Embassy. 
They have the same diplomatic status. 

Mr. Couprert. What is the extent of the British or French propa- 
vanda organization in the United States? 

Dr. Jonnson. I do not know the extent of it, but I went to dinner 
the other night with Mrs. Sigourney Thayer. Do you know her? 

Mr. Couprert. Yes; very well. 

Dr. Jounson. She is an old friend of mine. She had as one of her 
guests the British correspondent for the Manchester Guardian in this 
country, Mr. Al Cooke. He is a very charming man. He said he 
wanted very much to have a visit with me sometime soon, because he 
sud: “You know, there are a lot of people in the United States who 
still do not understand some of the things you are doing over here; 
and you have a real job to do in Great Britain.”’ 

That is all he said, and I have not had a chance to bring it up, because 
I have been too busy. 

Mr. Rooney. Did he say you had a job to do in Great Britain or in 
the United States? 

Dr. Jonnson. He said we had to do a better job in Great Britain 
to explain our policies, and he wanted to be helpful. 

Mr. Couperrt. I must confess, with all the billions of dollars that 
have been spent in this program to supplement the physical contribu- 
tion we have made we have not been very succesful in explaining our 
position or getting the complete loyalty and friendship of the peoples 
abroad. I am skeptical. 

Dr. Jounson. May I add a point there? 

If, Mr. Coudert, we had done nothing in Italy—I regard the recent 
election as sort of a defeat for our “friends” in Italy—it might have 
been far worse. 

Mr. Covupert. For all we know, Doctor, it might have been very 
much better. 

Dr. Jounson. Possibly so. 

Mr. Coupert. Voting motives are hard to pin down. You cannot 
be sure that open American intervention did not do more harm than 
good. 

Dr. Jonnson. Sometime I would like to have you talk to Ellis 
Bunker. He was the Ambassador, you know. I have not talked to 
him about the information program, but I know he has been over 
there for a year, and he knows we have worked very hard in Italy. 

Mr. Couperr. It may well be they are right. 

Dr. Jounson. I think he could evaluate it better than I could. 

Mr. Coupert. Thank you very much. 

Mr. CievenGcer. We will meet at 10 o’clock in the morning, 
gentlemen. 

Please remember that the deadline is January for the appropriation 
request for fiscal year 1955. 

Mr. Kimpauu. You may be sure, Mr. Chairman, that we will have 
the budget in on full schedule before the first of the year. 
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Dr. Jounson. I want to express my appreciation for delaying this 
budget meeting until I had a little bit of a grasp of this job. I have 
only been here 3% months, and I have worked hard, but I still do not 
know too much about it. 

Mr. CLevENGER. There is no question but what you are a more 
interesting witness this year than you will be next year. 


TUESDAY, JUNE 23, 1953. 


Mr. CLevencerR. We will continue with the estimates on the 
information program. 


NUMBER OF POSITIONS, 1948-53 


I wish for the record you would give us the average number of 
positions for each vear from 1948 through 1953. 

Mr. Kimpauu. We will supply that, Mr. Chairman. 

(The information requested follows: ) 


' ' . . . 
Number of authorized positions, fiscal years 


l'iscal year 
1948 
1949 
1950 
1951 
1952 
1953 


OBLIGATIONS AND EMPLOYMENT 


Mr. CLevencer. Will you also submit for the record a statement 
showing the obligations for each activity and the number of people 
on the roll as of May 31, by activities? 

Mr. Kimpauu. Yes; we will supply that, Mr. Chairman. 

(The information requested follows:) 


Obligations and employment by activity as of May 81, 1953 


Total obli 
gations 


Activity 


U.S. Information Service Missions 
Office of Ficld Programs 
Press Ser ice 
Motion-Picture Service 
Information Centers Service 
Educational Exchange Service 
Radio Broadcascing Service 
Private Enterprise Cooperation 
Office of the Administrator 
Congressional and Public Information 7 
Office of Policies and Plans $44 
FE. valuation 577, 313 
U. 8. Advisory commissions and secretariats 5. 573 
Regional Bureau Public Affairs staffs 196, 373 
Office of Management 488, 08 
New York Administrative Office 1, 441, 858 
Administrative support 
Administrative support 12, 017, 262 
Special intelligence support ‘ 148, 268 
Security investigations. .....-- 381,110 


| ES ‘ henint 73, 926, 933 
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AVERAGE SALARIES 


Mr. CLeveNGER. What is the estimated average salary for 1954? 

Mr. Kimpauu. We can give that to you. 

Mr. CLevENGER. Now? 

Mr. Kimpauu. Yes. Mr. Chairman, I have a table on page 148 
of the estimates, giving the average salaries for the period 1952, 1953 
and 1954. I might just read off those figures. 

Under the general schedule grades, the average salary for 1952 was 
$5,370; 1953, revised, $5,626; 1954, revised, $5,675. 

Foreign Service officers, average salary, 1952, $7,311; for 1953, 
$6,220; and for 1954, $6,919. 

Foreign Service reserve, the average salary for 1952 was $7,989; 
for 1953, $8,258, and for 1954, $8,315. 

Foreign Service staff, the average salary for 1952 was $5,173; for 
1953, $5,417, and for 1954, $5,571 estimate. 

Ungraded positions, for the locals: 1952, $1,157; 1953, $1,194; and 
for 1954, $1,306. 

And I might point out that the reductions in force, which have 
taken place during this current year have had some effect on the salary 
rates; some of them are slightly higher. 

Mr. CLevenGcer. That is the explanation for the 0.05 grade in- 
crease? 

Mr. Kimpaty. Yes. For example, to be specific, in the F. S. O. 
category, 9 reductions were made in class 6, with a resulting increase 
in average salary because the remaining classes, 2 through 5, were 
unaffected. 

Mr. CLevencer. That seems to be following the general pattern 
of getting more chiefs and less Indians all the time. These reductions 
in force seems to be in the lower grades. Eventually I imagine there 
will be a lack of stenographers and clerks, according to that general 
pattern. I hope you will avoid that and make some reductions in the 
higher echelons. 

Dr. Jonnson. That is right. 

Mr. Cievencer. That is usually the way the development takes 
place. 

Mr. Kimpauu. I might point out that we are very conscious of that. 
And in this estimate we point out the types of training programs, and 
the type of forward approach Dr. Johnson has set out, and you will 
see that we have placed a great deal of weight on the idea of new 
people, and bringing them up through the ranks, and also in the case 
of the overseas offices, we have a large number of local employees. 

Mr. Bow. With reference to the Foreign Service reserve, and the 
Foreign Service staff, these were basic rates you gave and they did 
not give the hardship payments for overseas allowances, or any added 
compensation that they may receive? 

Mr. Kimpauu. These are the basic rates. 


HARDSHIP POSTS 


Mr. Bow. Would it be difficult at this time to supply for the record 
the list of the hardship posts, and the rates? 

Mr. Krmpatu. We will do that. 

Mr. Bow. That will supply us with complete information on com- 
pensation and allowances they receive? 
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Mr. Kirmpauu. Yes; we will give you a complete schedule of the 
hardship posts. 

Mr. Bow. That may be inserted in the record, and it will give us 
an accurate picture of the whole thing. 

Mr. KimBauu. We will be glad to supply that. 

(The information requested follows: 


Foreign Service hardship differential posts as determined by the Secretary of State 


ian, Taiwan 

uipei, Taiwan 
rivandrum, Ind 

wuegarac, Philip 
‘jentiane, Indochir 
Warsaw, Poland 
Differential 
197.85 


$ 19: positions, 


nt of Amer 


of post 


- CievenGer. Is there any upgrading or reclassification going 

on? 

Mr. Kimpaty. There is none except for statutory within-grade 
increases. 

Mr. Wiizer. There will be some changes, by reason of reorganiza- 
tion. 

Mr. Kimpauty. Yes; I was talking about this particular budget 
Obviously, under the reorganization, bringing the three agencies 
together, there are bound to be some readjustments. 


TRAVEL 
Mr. Cievencer. How much is in the budget for travel? 


Mr. Kimpatu. Mr. Chairman, the estimate for travel is $3,295,110 
for 1954, which compares with $3,621,251 for 1953. 


35121 53—pt. 1 40 
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Mr. Cievencer. Will you give for the record the number of 
domestic trips and overseas trips? 

Mr. KimBauu. This item is contained on page 147 of the estimates 
I am sorry, that is the wrong page—it is on page 151. The number 
of domestic trips in 1953, 3,287; the number of foreign trips, 906, for 
a total of 4,193 

For revised 1954, the number of domestic trips, 2,412; foreign trips, 
846, for a total of 3,258. That is a change from 1954 over 1953 of 
875 less domestic trips, and 60 fewer foreign trips, or a total of 935 
fewer trips. 

Mr. CiLevencer. I have a document here listing the travel of 
personnel in this program, July 1, 1952, to May 31, 1953. It is too 
voluminous to print in the record; it contains some 316 pages. Some 
of the members of the committee may want to consult it. 

Mr. Bow. Yes; | am anxious to see it. 

Mr. CLevencer. My attention is called to the fact that of the 
906 trips provided there have already been 973 made with the last 
month of the fiscal year still to go. 

Mr. Kimpauu. The figure which I gave is the administrative 
trips, Mr. Chairman, and does not include changes in station. The 
change-of-station travel makes up the difference. 

Mr. Cievencer. That will change your answer to my question, 
will it not? 

Mr. Kimpauu. I was spea 
change in stations 


Mr. CLtevencer. I did not ask for administrative travel only. 


king of the administrative travel, not the 


USIS Mission 


The first item is the USIS mission request for $26,238,900, which 
starts on page 29 of the justifications. Do you have somebody here 
who will speak to that item? 

Dr. Jonnson. Mr. Chairman, Mr. Albert G. Sims, Acting Deputy 
Administrator for Field Programs, will cover that item. He knows 
the subject well, and will be able to handle any of the questions. 


BIOGRAPHY OF ALBERT G. SIMS 


Mr. CLtevencer. May we have a short biography of Mr. Sims? 
Dr. JoHnson. Yes. 

Mr. CLevencer. You can place it in the record, if you wish. 

Dr. Jounson. I willdo that. It is quite distinguished. 

(The statement follows:) 


Albert G. Sims, GS-15, $11,550, 2145 C Street NW. 

Title: Acting Deputy Administrator for Field Programs. 

Area supervised: Directly supervises work of field programs. 

Duties: Coordinates the development of IIA programs for each country in 
which IIA mission activities are to be conducted overseas; directs and supervises 
all IIA overseas mission activities with full authority to make all operational 
decisions necessary to direct and supervise such programs within established 
policies and broad global plans. 

Packground: Pachelor of arts, economics, Mighigan State College; master of 
science, public administration, Svracuse University; June 1940, administrative 
analyst, Social Security Board; November 1941, Chief, Program Progress Unit, 
OPM Labor Division; May 1942, Administrative Assistant and Secretary of Labor 
Policy Committee, WPB; June 1943, Executive Assistant to Vice Chairman to 
WPB Office of Manpower Requirements; December 1943, first lieutenant, United 
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States Army; August 1946, certification control officer, CPA, Office of Labor 
Requirements; August 1947, office of the Military Government of the United 
States; July 19, 1949, Deputy Director, Office of Administration, Office of the 
High Commissioner of Germany, FSR-2; September 30, 1951, Deputy Director 
of the Offi¢e of German Public Affairs, GS-15; April 14, 1952, Assistant Deputy 
Administrator for Field Programs, IIA, GS-15; June 8, 


1953, Acting Deputy 
Administrator for Field Programs. 


SUMMARY OF POSITIONS AND OPERATING EXPENSES 


Mr. CLEVENGER. We will also include in the record at this point 
pages 40, 41, 42, and 43 of the justifications. 
(The statements referred to follow:) 
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Mr. CLevencer. Mr. Sims, the committee will be glad to hear 
you on this item. 

Mr. Sims. Mr. Chairman, I would like to make a very brief state- 
ment about the money requested under this head—and I am speaking 
now to the requested funds for the USIS mission overseas. 

This represents the means by which our programs get executed in 
the field. The USIS missions are headed by public affairs officers, 
who at the country level, report to the ambassadors in the United 
States missions. ‘They are responsible for the information and cultural 
functions conducted in the country. 

We have missions in 80 countries, and 188 posts, as projected in 
this request. 

The request includes money required for United States and local 
personnel, for allowances for travel, and for local operating expenses. 

The total figure requested is $26,238,900, and represents a reduction 
from 1953 of approximately 17 percent. 

The specific reduction in personnel is 169 positions, United States, 
from 1,024 to 855; and 358 local positions, from 4,390 to 4,032. 

[ would call the committee’s attention to the fact that this estimate 
this year, by direction of the Bureau of the Budget, includes the item 
of $7 million for use of USIS missions in Europe and Turkey to per- 
form functions that were formerly handled by the MSA information 
office; those are functions that are political in nature, relating to 
NATO, EDC, and anti-Communist propaganda activities. The 
functions were formerly administered by the MSA information office, 
and the last year, fiscal vear 1953, the functions were carried in the 
MSA budget at $11,449,800. 

They are now carried this year in USIS mission expenses at $7 
million. 

I would like to point out that this mission budget is directly related 

to the media budgets which follow, and that the level of activity 
requested here is considered necessary for the administration of the 
entire program Overseas. 
We have accomplished reductions that I have mentioned in part, 
vy reducing the size of the mission staff, and in part by eliminating 
tivities in certain countries completely. We will have, in 1954, 
6 countries, and 13 missions fewer than we had in the 1953 operations. 
I would also point out that the size of the overseas staff is relatively 
small in most of our posts. For example, we have only 11 posts 
with 16 or more United States people. The idea has been to make 
use of local personnel wherever possible, and to work through the 
cooperation of the indigenous people and groups. 

This permits us to operate somewhat more efficiently and with 
less staff. 

[ think, Mr. Chairman, that is all I want to say at present by way 
of summary. I will be glad to answer any questions the committee 
may have. 

Mr. CLEvENGER. This is a combination of the MSA appropriation 
for last year and your own? 

Mr. Sims. The MSA information budget last year included not 
only the items that I mentioned, those of a highly political nature, 
but also their economic, productivity, and related labor information 
programs, and so forth. Those latter items continue to be carried 


1 





630 


in the MSA budget. This sum here represents roughly one-half of 
the total MSA budget as it was constituted last year. 

Mr. CLevencerR. That makes it a little difficult to keep these 
amounts straight. 

Mr. Stms. Mr. Chairman, as I understand it this was done by 
direction of the Bureau of the Budget. 

Mr. CLevENGER. Yes, I imagine it was, but it makes it more 
difficult to understand. In other words, when you put the two 
programs together it looks like there is an increase instead of a de- 
crease. 

Now, this is your part of the money you are asking for in this esti- 
mate, so it is for you to justify. Are there any questions? 

Mr. Bow. I have no questions, Mr. Chairman. 

Mr. Coon. I would like to ask this question: You merftion in- 
formation and cultural programs. 

Mr. Sirus. Yes. 

CULTURAL ACTIVITIES 


Mr. Coon. Just what does the cultural part of the program cover? 

Mr. Sims. Those activities that we generally describe as cultural, 
are exchange-of-persons activities, including the Fulbright program, 
and the exchange program conducted under Public Law 402. 

In addition, they include the library functions, and the information 
center functions; and we have related activities that will complement 
those two programs. We have cultural officers to keep in touch with 
the university people, and so forth. These are all under the heading 
of the cultural program. 


LOCAL OPERATING EXPENSES 


Mr. Cievencer. What is the breakdown for this $11,954,171 shown 
as item 12 on page 36? 

Mr. Kimrauu. I have here a breakdown of the MSA items. 

Mr. CLevencer. Yes. That may answer the question. 

tr. Srms. I can give you a breakdown on this by subject classific a- 
tion, and I can give a desc ription of the items, for which the money is 
carried under this activity. 

The local operating expenses are funds paid out overseas by the 
mission. They are complemented by the funds that are made avail- 
able to the various media services here in the Department. I can 
give them to you by media activities; that is, the activities of the 
USIS missions in the various media fields. 

Ror example, “‘Press and publication,” total $4,433,416. The items 
under this head include distribution and printing material by contract, 
mail services, translation costs, shipment of press supplies, drayage 
charges, boat shipments, publications within the country, postal 
costs, local travel for press officers, and communication costs. 

The next item in that total, ‘Motion pictures,’’ $3,721,787; the 
typical items covered under that item heading are for local production 
of motion pictures, rental of films, rental of theaters for exhibiting 
films, shipment of motion-picture supplies, purchase of repair parts, 
local travel of motion-picture officers, printing, communication costs. 

The next general breakdown is the Information Center libraries: 
Exhibits, which includes local production of simple types of exhibits; 
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rents; display space; printing of invitations and announcements; 
laboratory supplies; and so forth. 

The next general item is ‘ Radio,” $1,188,945. 

This makes provision for the local production of radio programs to 
carry on the local networks; studies for special radio broadcasts; 
shipments of supplies and local purchases of supplies, local travel, 
radio offices, and so forth. 

And, finally, $482,020 of this total makes possible payment for the 
local travel of the officers in connection with the programs. 

Mr. CLEvENGER. You understand that we have less than 20 lines 
on page 39 in support of this estimate. From this, it would seem that 
we would have to go through the whole justifications to get the detail 
breakdown of how much is contained in the budget for all of the 
various items. You do not provide us much information on page 39, 
in these 20 lines for the items. 

Mr. Sts. This describes, Mr. Chairman, the general categories 
under which the funds are expended. Each public affairs officer is 
responsible for determining what expenditures he requires. 

Mr. CLEVENGER. Suppose you were sitting on this side of the table 
and you wanted to know how much was expended for each of these 
activities? You would be at considerable loss to determine that from 
a justification like this. 

Mr. Stus. If you wanted the complete total, Mr. Chairman, you 
would have to get an estimate of how much the public affairs offices 
would spend for the various activities in the field. We do not know 
what it is, or exactly how it would be budgeted for by each. It is not 
feasible for us to allocate the money to the public-affairs offices in the 
field and tie them down, budgetwise, on how they are to spend the 
money for their activities. 

Mr. CLevenGcer. In the interest of saving time, will you put a 
breakdown of this item in the record? 

Mr. Kimpatuu. I would like to submit for the record, Mr. Chairman, 
a breakdown, which shows all of the local operating expenses, by 
major items, and we will supply a complete breakaown. 

(The statement referred to follows:) 
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g expenses by major categories 


Percent 


222, 820 


106, 566 


} D 


502 


noo 


968 


000. 000 
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Detail on information themes transferred to IIA from MSA in 1954 


52 actual 
Travel $76, 900 $9 $58, 800 
‘Pransportation of things 74, 500 ( ’ 73. 400 
Communication services 32. 700 52 ) ~ 55, OO 
Rents and utility services 115, 700 39 88. 400 
Printing and reproduction 2. 636, 900 ) 2 038. 900 
Other contractual services 416, 500 4, 421, Oo 2 178. 400 
Services performed by other agencies 1, 495, 000 ) 1. 100. 000 
Supplies and materials 425, 700 iy ! 7. 800 
Equipment 347, 700 2 30K 548) 400 


10, 621, 600 i 0) 7, 000, DOF 


Mr. Cievencer. I had the experience last vear of covering the 
salaries and expenses items for Mutual Security. Do you have any 
idea what it averaged per person, Dr. Johnson? 

Dr. Jounson. No. 

Mr. CLeveNGER. It was something in excess of $14,000. And sit- 
ting here like we are, from 9 to 5, you can understand some of the diffi- 
ties we have, when we are not just concerned with this one item. 

Dr. Jonnson. Certainly. 

Mr. CLevencer. It is a matter of great concern to the taxpayers 
and to the people of the country, when they see these heavy expendi- 
tures. And it sometimes makes them doubt the wisdom of the 
program. 

Dr. Jonunson. That is right. 


Mr. Cuarrman. I do not have in my entire organization, I do not 
believe, more than about 15 people who get $10,000 or over. 

Mr. CLevencer. That does not cover it all. The salary is only 
a part of the cost. We send a boy to Annapolis, and he gets out 
with a second lieutenant’s pay, but it costs $40,000 to give him a 
4-vear education. 

Dr. Jounson. That is right, the housekepping, and everything else. 


MSA INFORMATION ACTIVITIES TRANSFERRED TO IIA 


Mr. Kimpautyi. Mr. Chairman, you asked awhile ago for a break- 
down of the funds under the $7 million MSA information program 
which is now in this budget, and which was over $11,400,000 last year. 
$7,600,000 is still contained in the MSA appropriation, which was 
$10 million last year. 

I think it would be very helpful to the committee to have this 
breakdown of the $7 million item, by countries and purposes 

Mr. CLievencer. Without objection, it will be made a part of the 
record. 

(The statement referred to follows:) 
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ORIENTATION PROGRAM 


Mr. CLevencer. You have on page 38 of the justification an item 
for the “Orientation” program, which seems to be a program of sending 
local people over here to orient them. Are these local employees, 
who come to the United States for training? 

Mr. Sims. That is a program that we have had during the fiscal 

year 1953, and previously, which provides for people locally employed, 
who regularly come in contact with the public overseas, or who are 
preparing and interpreting material about the United States, to come 
over here to get better equipped to do their job in the program. 

Mr. CuevenGcer. Do they all travel first-class on steamships on 
these trips to and from the United States and get their per diem. 

Mr. Kimpauu. They travel on the same basis as any United States 
employees; they are United States employees. 


REPRESENTATION EXPENSES 


Mr. CLeveENGER. How much is there for the representation item? 

Mr. Sims. I think it is $100,000. 

Mr. Cievencer. The justification for this appears on page 30. 
We have had some discussion of this before. 1 would like for you to 
furnish the amount of the obligations for this purpose from 1948 to 
1953. 

Mr. Kimpauu. Yes. 


(The information requested follows :) 


Authorized American mission personnel and representation funds obligated 


Fiscal year: Obligation 

1948 
1949 $56, 353 
1950 102, 984 
1951 160, 322 
1952 48, 8O8 
1953 1 50, 000 

1 Estimate 


N OTE.— $50,000 limitation in fiscal yeurs 1952 and 1953 


Mr. Cievencer. Are there any general questions on this matter? 


SUCCESS OF MISSIONS 


Mr. Roonry. Dr. Johnson, I am looking at the language which I 
find in the first paragrs aph on page 29. Do you subscribe to this 
language, Doctor: ‘‘USIS missions in the field are generally effective’’? 

Dr. Jonson. Yes. I see what you mean. As far as I know, from 
the talks I have had with ambassadors, and with the 11 people that I 
have picked more or less at random, I think a pretty effective job is 
being done. 

Mr. Rooney. You subscribe to most of this lanauage? To quote: 
At the moment, IIA’s greatest source of strength is its farflung chain of field 
missions. Their performance has been steadily improving. It is satisfactory in 
almost all countries, and is excellent in many. 


Dr. Jonnson. Yes. 





638 


Mr. Rooney (continues reading): 

Review findings at home and abroad testify to the generally high caliber and 
devotion of the USIS field staff. 

Dr. JoHNson. Yes. 

Mr. Rooney. You subscribe to that statement? 

Dr. JOHNSON. Yes, absolutely; of course | do. 

Mr. Rooney. That is all I have at the moment. 

Mr. CLevencer. Mr. Preston. 

Mr. Presron. Doctor, on yesterday I recall somewhere during the 
testimony the words “hard core’’ were used. 

Dr. JoHNsON. Yes. 

Mr. Presron. This figure represents a hard core. I take it that 
the ‘‘hard core’? means the elimination of any posts or installations 
which are not absolutely essential. 

Dr. Jonnson. That is right. 

Mr. Preston. It would be desirable, of course, if we could havi 
them everywhere. 

Dr. Jonnson. That is right. 

Mr. Preston. We are thinking in terms of economy. 


NuMBER AND LocaTION OF FoREIGN Posts 


Now, I am looking at the chart on page 41, and I want to ask you 
some questions about the number of posts and where they are located. 


AUSTRALIA 


In Australia I notice you had 5 posts in 1953 and you have 4 in 
1954. Where are the four posts in Australia located? 

Dr. Jounson. Mr. Sims, would you be good enough to handle 
that? You probably have that at your fingertips. 

Mr. Sims. Yes; I have that. 

Dr. Jounson. Of course, Mr. Preston, you understand that any 
reduction of posts we will have to make next year will be done under 
the direction of the State Department. They will tell us the least 
important ones, you see. We will not pick those. 

Mr. Sims. The four posts are Sydney, Brisbane, Melbourne, and 
Perth. We have eliminated Adelaide. 

Mr. Preston. We have no particular problem in Australia, do we? 

Dr. Jonnson. I do not know. 

Mr. Hamiiron. I would say we did. 

Mr. Preston. What is it? 

Mr. Hamizron. Primarily our major difference with Australia is 
the whole question of our Far East policy toward Japan. 

Dr. Jounson. You mean they are afraid we are getting too friendly 
with them, or something; or what? 

Mr. Hamittron. They are afraid of the strength of Japan. 

Dr. Jounson. The growing strength of Japan? 

Mr. Hamitron. Our defense of the Pacific is based on the industrial 
strength of Japan. I believe that is the major issue of difference 
between the two countries. 

Mr. Preston. You have 42 employees, 37 locals, and 5 Americans 
in these posts in Australia. I would say that is a reasonably safe 
country. The philosophy of those people is pretty well in line with 
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the thinking of the free countries, and we have no particular prob- 
lem there, I would say, although that may be subject to a difference 
of opinion. 

FRANCE 


In France you continue to have 6 posts with 209 locals and 63 
\mericans. That is a total of 272 employees. Where are the 6 
posts in France? 

Mr. Sims. Paris, Bordeaux, Lille, Lyon, Marseille, and Strasbourg. 
Those are the six. 


NEED FOR POSTS IN FRIENDLY COUNTRIES 


A question came up yesterday, while I was here, about why gen- 
erally we had posts here, there, or other places. We have given 
some thought to that, since we believe the response we had an oppor- 
tunity to make yesterday was an incomplete one. 

I would like to make a couple of remarks on that point, if I may, 
Mr. Chairman, at this time, on why we have posts in farflung areas 
when it might seem offhand, there is not some good relationship to 
need. 

In the first place, we think that the role of free-world leadership 
into which we have been thrust requires us to have the means to inspire 
confidence and support in our leadership wherever we want strength 
through partnership. We have many plain examples that military 
and economic aid alone are not enough. Indeed, the force of inter- 
national communism is basically one of ideas. We cannot oppose 
this force simply by pointing out the common enemy, providing 
materials, and asking each country to man its own ramparts. Against 
such a well-disciplined force we must knit a collective strength based 
on common purposes, beliefs, and goals. This calls for information 
about the United States as the basis for confidence in the collective 
effort throughout the free world, and would make of this program an 
indispensable adjunct to United States diplomacy everywhere. This 
is our concept of the program in the free world. 

That is all I wanted to read from the statement. 

Mr. CLevenGeER. | do not think it is necessary to insert all of the 
statement. 

Mr. Rooney. Off the record. 

(Discussion off the record.) 


INSPECTION Report ON MISSIONS 
Mr. Cievencer. I would like to read a little from a report here 
on Mexico City. This is the report of the investigating staff of this 


committee quoting a field public-affairs officer at the mission. 


MEXICO CITY 


The estimated operating expenses for the fiscal year 1953 are 
$556, 500. 


* * * The major weaknesses of this program result from too hasty expansion 
and from the assumption that indefinitely cortinuing expansion 1s both possible 
and desirable. * * * There has been a great dispersion of effort, a tendency to 
proliferate projects on the theory that if 1 information center is effective, 10 
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f effective. * * * The fundamental and critica 
Mexico is the uncritical surrender to the fallacy that 


ANKARA, TURKEY 
‘LEVENGER. This is on the program at Ankara, Turkey. 


subject to special stresses through this rapid ex- 


requent changes in staff through additions, sub- 


* progr: nas been 
if 
‘ i 


an 
by the sudden accession of new funds in large amounts 


} 


ib 
adequate administrative mechanics to handle the task. 


LONDON, ENGLAND 


This is for London, England. The estimated operating expenses 
for the fiscal ye ar 1953 are $471,200, with 92 employees. 

Incidentally, there were 126 employees in Turkey, and 114 employ- 
ees in Mexico C ity. 

* * These operations are currently based on fairly liberal appropriations 
This, as might be expected, creates a tendency to overexpand activities without 
egard to their impact upon administrative support services of the missions and 
to deviate from present Foreign Service standards and controls 

The inspector questior the desirability of expanding materially the press 
news and feature ‘rvice as he felt t se activities were already approaching the 
point of dimini 


COPENHAGEN, DENMARK 


Finally, we have Copenhagen. The estimated operating expenses 
for the fiseal year 1953 are $104,200, and there are 27 employees. 

1 o:9 The Embassy program, including those of ECA and MAAG go forward 
in a friendly and cooperative atmosphere, the only serious criticism being that 
perhaps the Americans are doing too much, too fast, with too many people. * * * 
There are probably more Americans in Copenhagen who are seeking information 
for reports or other reasons than there are qualified people in the Danish Govern- 
ment to answer questions. The Danes are not able to differentiate between 
members of the Embassy, ECA, MAAG, SIC and the Americans in NATO and 
on Admiral Brinn’s staff. 

I have been quoting to you from a report on a number of missions 


seattered all over the world. 
MEXICO CITY 


Mr. Hamriron. Mr. Chairman, I wonder if I could comment on the 
first Serene you mentioned, Mexico. 

Mr. \VENGER. Yes. 

Mr. eee As is clear from our discussion this year and the 
discussions in the past, a great deal of what we would like to know 
about this program is based on personal feelings rather than on any 
objective tests. ‘Two years ago we did obtain a man to head up an 
evaluation unit for this whole organization. He has completed a 
study of our entire program in one country. That country is Mexico. 

I believe that the study is a very interesting one, and I would like to 
urge the committee, if it can spare 15 minutes, to have him come and 
present it. If it cannot, I have here a summary of the report which I 
would be glad to read in any way. 

Mr. CLevencer. Please furnish each of the committee members 
with a copy, if you can. 
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Mr. Hamitton. I think it would show you we are trying very 
earnestly to measure for ourselves the necessary size. 

Mir. CLeveNGER. I think there is a request for evaluation funds in 
here to the extent of more than $800,000; or there was last year, was 
there not? 

Mr. Hamiuron. Yes, there was. I believe we are now showing some 
of the results of that. 

[ might say that the conclusion of the study suggests that the 
Foreign Service inspector, like some of us, was wrong in his measure- 
ment of that program. The findings seem to reveal that our program 
in Mexico is still small. 

| will be glad to furnish a copy of this to every member of the 
committee. 

The information was furnished to the Committee.) 

Mr. Rooney. May I say something at this point? 

Mr. CLevENGER. | quoted from the same source. These are public 
affairs officials, the same ones they are using. 

Go ahead, Mr. Rooney. 

Mr. Roonry. These are quotations taken by Mr. Lee and his 
assistants from Foreign Service inspectors’ reports. 

Mr. CLEVENGER. Yes. 

Mr. Roonry. We only have the unfavorable parts thereof in this 
report of Mr. Lee. We do not know what else is in the various 
inspectors’ reports with respect to the activities at these various 
points, 

You read with regard to, I believe, Copenhagen, that the only 
serious criticism was that perhaps the Americans were doing too much 
too fast with too many people. What else is in that report? 

Mr. Ctevencrer. What else is in the justifications presented to this 
committee but the rosy, tinted effect of this program? When we get 
something to present the other side from the same source, we certainly 
ought to consider it. 

Dr. Jounson. You certainly ought to have it all. 

Mr. Roonny. There is a big difference between constructive criti- 
cism, the criticism of a capable Foreign Service inspector who goes 
about making recommendations to improve the Service and activities, 
and arriving at a conclusion that the whole activity should be 
abolished. 

Mr. Cievencer. Has the word “abolished”? been used here this 
morning? 

Mr. Rooney. No, but it is in the air. 

Mr. Preston. Mr. Chairman, I think it can be found in this 
document. 

Mr. Roonry. As a matter of fact, we merely need to read the last 
paragraph of the very first page of this report from Mr. Lee: 

We feel the structure might well be built from the ground up in order to give 
the Secretary of State complete flexibility with respect to the personnel he desires 
to retain. 


Mr. CLevencer. I cannot disagree with that. 

Mr. Rooney. No. 

Mr. CLevencer. There is almost no personnel down there which 
the Secretary of State can direct at the present time. 

Mr. Rooney. Oh. I do not know about that. 

Mr. CLevencer. I know. 
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Mr. Rooney. You have not been hampered in this regard to an 
great extent, have you, Doctor? 

Dr. Jounson. What did you say? 

Mr. Roonry. You have not been hampered to any great extent 
have you? 

Dr. Jonnson. In what respect? 

Mr. Rooney. With respect to selection of personnel. Yesterda 
you told us of all these folks you would like to bring into the program 
No one is interfering with that? 

Dr. Jounson. No. As a matter of fact I have not hired any 
permanent people. I do not think we have actually hired any. 

I am trying to get some people, but it is very hard to get good 
people in this program. ‘There has been no question on the consult- 
ants I have brought in. The Secretary of State, in fact, told me, 
when I came down: “I want you to try to find out what is good and 
what is wrong. Strengthen the things that are good and deemphasize 
the things that are bad.” 

Mr. Rooney. There is a great deal of bad but there is a great deal 
of good in this program 

Mr. CLevenGcer. Can the Secretary of State or you get rid of the 
persons you want to get rid of in these operations? Can you dis- 
charge them? 

Dr. Jounson. I think there are certain people protected by civil 
service and veterans’ preference I could not get rid of if they were 
not security risks. I think that is an honest statement, sir. 

Mr. Rooney. But you could get rid of them if they were incom- 
petent? 

Mr. CLevencer. How? 

Dr. Jounson. It would be very hard to prove it, but I suppose | 
could. 

Mr. Kimpaui. There are procedures. 

Dr. Jounson. It would take a lot of time. 

Mr. Kimpatu. Mr. Chairman, I think it might be helpful to the 
committee to provide to the members and for the record some of the 
full reports of the Foreign Service inspectors who went out during the 
past year and made inspections particularly on this program. 

Mr. Roongy. Which were favorable? 

Mr. KimBa.u. Giving the total of them. We had four of the 
Foreign Service inspectors who devoted their full time to this program 
as a part of the Foreign Service Inspection Corps. 

Mr. Rooney. In this connection we used to hear about Foreign 
Service inspectors who went out and never reported anything wrong 
They were said to be members of the ‘‘club.”’ 

Mr. CLevencer. Have you any idea how hard it was to even see 
these inspectors’ reports? pif 

Mr. Rooney. I have met inspectors who were very critical, and 
who I thought did a good job as Foreign Service inspectors. 

Mr. CLEVENGER. ‘lo see what they reported was almost impossible. 
I know something about it. 

Mr. Rooney. The difficulty here is that you have only a sentence 
or two culled out of a report. 





Mr. Kimpauu. I believe we can furnish to the committee—I am 

ire of this—those reports which covered this activity during the 

ast year. 

Mr. CtevenGcer. And I am sure they will all be rosy tinted. 
Information to be furnished to the committee 

Mr. Preston. May I resume questioning, Mr. Chairman? 

Mr. CLEVENGER. Yes, sir. 

Mr. Preston. We got off the track a bit. 

Mr. Rooney. Excuse me, Mr. Preston. 

Mr. Preston. Surely. 


GREAT BRITAIN 


Where are the three posts in Great Britain, other than London? 
Mr. WILBER. Edinburgh and Manchester 
Mr. Sims. London, Edinburgh, and Manchester 


SPAIN 


Mr. Presron. Where are they located in Spain? 
Mr. Sims. Madrid, Barcelona, Seville, Valencia, and Bilbao 


SWITZERLAND 


Mr. Preston. Now, in Switzerland you had 3 in 1953 and in 1954 
vou are reducing that to 1. Where will one post be? 

Mr. Sims. At Bern. 

Mr. Preston. Bern? 


Mr. Sims. Yes, sir. 

Mr. Preston. I would like to hear from someone as to the necessity 
for an information program in Switzerland. 

Dr. Jounson. I will tell you, sir; I had a talk with the Ambassador 
a few days ago. His name is Mr. Patterson. He has just been 
relieved. I do not know whether he has been replaced or not. | 
knew him when he used to be general manager of NBC. 

He was very much concerned. He said: 

I do not know whether you people realize it or not, but you have reduced the 
taff from 22 or 23 people down to 5. This is a very in tant country It is 

place where spies are coming in. ‘There is a great deal of intrig ‘There are 
& great many crosscurrents 


He said: 

It is very essential that American policies be interpreted. think it is a dreadful 
mistake to cut down. 

Have you the figures, Mr. Sims? We cut down practically to 
nothing, did we not? 

Mr. Sims. We had a total of 30 people in 1953, and for 1954 we 
have just 3 people projected. 

Dr. Jonnson. Three. 

Mr. Sims. We trimmed this very substantially in Switzerland, 
only maintaining a small reading room in Bern, and a few exchanges 
of persons activities. That is practically the sum and substance of 
the Swiss program 
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Mr. Preston. The basis on which the Ambassador put it should 
be called to the attention of CIA, I should think, rather than th 
information program. 

Dr. Jounson. I do not think so, sir. He had a feeling that a good 
many people were coming to Switzerland from other countries of E 
rope. Its the kind of place that is a listening post, as it were. Maz 
of these people he felt, were being impressed by our libraries, and ou 
center, and so forth. 

I am just quoting what he told me. I think Dick Patterson is ; 
very honest fellow. That was his impression, anyway. 

Mr. Rooney. A fine and respected gentleman. 

Dr JOHNSON Yes 


SUGGESTION TO PLACE MORE EMPHASIS ON CRITICAL AREAS 


Mr. Preston. Well, it seems to me that we could get better results 
if we concentrated on the more critical areas and really put our effort 
in those places, deemphasizing some of the countries like Great 
sritain, for instance. If we cannot count on Great Britain without 
selling them anything we are in a pretty sad state of affairs. 

Dr. Jonunson. On the radio, for instance, we have reduced the 
English broadcast from 5 hours and 45 minutes a day down to a half 
hour to the free countries of the world. I felt that was wise. 

On the other hand, we will keep broadcasting to the critical areas 
of Arabia and India and some of those countries which we feel are 
very critical 


We cut out the Jewish Israel broadeast, and we were criticized for 
that; but, after all, we have helped Israel a good deal, and they are 


cood friends of Americans. 

We have tried to do just what you are saying in a way, sir. We 
have made a start in that direction 

Mr. Preston. Yes 

Mr. Hamitron. Mr. Preston, I would feel personally that Great 
Britain was a critical area. Great Britain is our major ally. We are 
allied for one purpose of opposition to Communist aggression, but 
our alliance is strained by a great many differences that we have with 
Great Britain. These issues are not simply between the two Gov 
ernments. 

For example, take the China policy of the United States and the 
China policy of the British Government. Both of those policies 
respond to popula beliefs, as to what is in the interests of those 
countries. 

We have to present to the people of England the reasons behind 
our policy toward China, it seems to me, because otherwise we can 
becloud the major issue with a great many minor issues, to the point 
where the English Government is unable to maintain its alliance with 
us, because we will not have sufficient common causes. 

Mr. Preston. But our position is put forward in the daily press 
and through the wire services. 

Mr. Hamitron. It is stated as to what our position is, but the 
reasons behind it are not stated in the daily press. Our job is to 
provide to the British people and to the British Government officials 
the reasons why we stand for our policy. 
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Mr. Preston. Of course our diplomatic people, the Foreign Service 
officers, are charged with that responsibility so far as the Government 
is concerned. 

Mr. Hamitron. So far as the Government is concerned, yes; but 
the Government responds to popular pressures, 

Mr. Preston. For more than 10 vears now we have been hitting 
hard in England. During the war it was with our military public 
relations people, and since then it has been with this program. Yet 
despite what we have done through MSA and ECA the Labor Party 
of Great Britain saw fit to announce that it was going to offer its 
candidates for election in the next election on the basis of no more 
foreign aid from America. Now, when the politicians think that 
sentiment of the country has reached the point where it would be 
popular to say that, then it is a sad commentary on the results we 
obtained from all our efforts over there. 

Dr. Jounson. It certainly is. 

Mr. Hamitron. I think the fact that they did not sueceed is proof 
of the fact that we are accomplishing something. It hurts our 
feelings to think people will accept aid and not accept everything else 
we want them to accept. But I think if we consider our major 
self-interest we will recognize that we have to stand together. 

Mr. Preston. Well, nobody can argue with that statement. 

Mr. Hamiiton. What? 

Mr. Preston. We are cast together. 

Mr. Hamriton. That is why we cannot let our easy feelings of 
slight bother us, because we do not get immense gratitude and 
acceptance of all of our policies, sometimes, in the way we would like, 

Mr. Preston. I do not believe any British information officer in 
this country has accomplished a thing to improve relations between 
this country and Britain. Every dollar they have spent in this coun- 
try, in my opinion, has been wasted. 

Mr. Hamriron. I wonder. Personally I do not have any informa- 
tion on the subject. It is my understanding that for the British 
Information Service this country is its No. 1 priority, and that it 
works in a very quiet way to provide the background facts to people 
whose business it is to understand the issues between us. 

Did you see the very interesting article in the Reader’s Digest for 
July, on the differences between Britain and America? That was a 
very clever article. I am confident it was promoted by the British 
Information Service. 

Mr. Hamitron. Take the issue simply of Communist aggression. 
The British want a four-power conference at this point. We do not. 

Mr. Preston. That is diplomatic. 

Mr. Hamitron. That is not diplomatic. 

Mr. Preston. That is not the information program. 

Mr. Hamitron. In response to the fact that public opinion in 
Britain thinks that there is a way to find an accommodation at this 
time. We do not. 


SUBSIDIZING OF PRIVATE PUBLICATIONS 


Mr. Preston. I am a strong supporter of this program, but I do 
believe that the time has come for something to be done. We have 
gone through a period of experimentation. I really believe that with 
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the experiments which have been conducted—and I think that a bona 
fide effort has been made; where we have failed here and there and wi 
have succeeded in other places—we have missed the boat by not 
following the recommendations of Mr. Barrett, when he was the head 
of this program, when he asked for $10 million to subsidize privat 
publications. I think by subsidizing private publications in critical 
areas, such as the church publications and things of that sort, we can 
really reach more people and do a more convincing job than anything 
will do when we come out with the great seal of the United States on 
it. 

I supported that proposition, but the committee did not see fit to 
give the funds at that time. 

Dr. Jounson. We do some subsidizing. 

Mr. Hamitton. We do quite a lot. 

Mr. Preston. It is very small in dollars and cents. 

Dr. Jonnson. You have a great idea there. 

Mr. Preston. I think you ought to explore that. 

Mr. Hamittron. Mr. Preston? 

Mr. Preston. With a view toward utilizing that as a means in 
the really vital areas. 

Dr. Jonnson. Yes. 

Mr. Hamitron. We do a great deal of this which we cannot report, 
because it has to go into the public record. We could do a great 
deal more if we had some agreement in advance that we could report 
certain of the activities without putting them in public record. 

Could I tell you just one story, which perhaps should be off the 
record? | 

(Discussion off the record.) 


BURMA 


Mr. Preston. That sort of thing I agree with 100 percent. You 
said you were doing a great deal of that. You do not have money 
to do a great deal of it. 

Mr. Hamiiron. I am speaking in comparative figures, obviously. 

Mr. Presron. Yes; you do not have money to do a great deal 
of it. 

Mr. Sims. However, Mr. Preston, you should realize that subsidi- 
zation is not the only means by which we get our materials out. 

Mr. Preston. Oh, no. 

Mr. Sims. There are personal contacts, which we recognize to be 
increasingly important in this program. We try to influence these 
publishers and others to get out their own types of materials in a way 
which will promote our interests. This is what the staffs in the 
United Kingdom and other places do. 

We recognize our most effective tactic is not getting it out with a 
United States or a USIS label, necessarily. 

Dr. Jonnson. If I might just put in a word here: I do not know 
how our Government should go about this, but there are a great many 
foreign correspondents in this country whom I think are doing us a 
lot of harm, writing stuff which is very unfriendly to the United 
States and sending it back to their countries. - I do not know how they 
should be handled. Maybe that is being handled. Perhaps it is 
being handled well. 
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| have heard that many reporters from leading newspapers through- 
out the world in this country are writing back stuff that is not friendly, 
and they are not really interpreting our ideas. How we should 
handle that, I do not know. It is not in my bailiwick, but it seems to 
me there should be some arrangement. Do you not think so, sir? 

Mr. Cievencer. Under the American concept of freedom of the 
press, there are a lot of American papers which print things and a lot 
of commentators who give facts over the air which are not friendly 
to the United States Government. 

Dr. Jonnson. That is right. 

Mr. Cievencer. But I am still in favor of the freedom of the 
press. 

Mr. Preston. We are soft. We are soft as we can be about that. 
We are too soft. 

Weshould have put these Russian correspondents out of this country 
long ago. We should have denied them access to the Press Galleries 
of the House and the Senate. The way they do things to us and the 
way we do with them is just not compatible. I do not agree with that. 
We have to get tough with those people who are Communists. You 
cannot deal with them with a powder puff. 

Dr. Jounson. They are sitting in on the sessions every day, I 
guess, are they not? 

Mr. Preston. Everyday. And they send out poison press releases. 

That is all, Mr. Chairman. 

Mr. Cievencer. Dr. Johnson, I believe you have some people 
from the radio setup in New York here. 

Dr. Jounson. Yes; | do have. 

Mr. CLevenGER. We will now take time to hear them, so that you 
may get them back on the job. 

Dr. JonHnson. Yes. 


Rapio BROADCASTING SERVICE 


Mr. CLievencer. This item begins on page 97 of the justifications 
The request is for $20,803,400. 

Dr. Jounson. Mr. Clevenger, may I read a little statement about 
Mr. Morton? 

Mr. CLeveNGER. Yes, we would like to have a little biographical 
statement. You may either read it or give it to the secretary. 

Mr. Kimpauu. Mr. Chairman, I might point out an item of interest 
to the committee. Mr, Seymour, one of the two gentlemen who is 
coming in, has been the chief of the New York Administrative Office, 
and he has now taken over as Acting Controller of the broadcasting 
service; those two offices are now combined. You have in the one 
man a man now in charge of both those offices, and he has merged 
them. 

Dr. Jounson. And we are going to decrease our number of em- 
ployees, are we not? 

Mr. Kimpauu. Yes. He can testify to that. 

Dr. Jounson. Mr. Chairman and gentlemen, may I present 
Mr. Morton. 

Mr. CLEVENGER. You may proceed with the biographical state- 
ment, if you wish. 
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BACKGROUND OF MR. MORTON 


Dr. Jounson. Mr. Morton was with NBC for a great many years. 
I knew him when he first started out in the broadcast business nearly 
30 years ago. He was one of the proteges of Mr. Owen Young. That 
is not in this record, but I know that. He is a man of the highest 
integrity, 

He came into the program in October. He is responsible for the 
direction, development, and execution of the IBS programs of thi 
Department. He directs IBS in the production and broadcasting of 
radio programs in English and foreign languages from the United 
States and overseas program centers. He has charge of analyzing 
and evaluating reports from Foreign Service establishments abroad 
and from other sources. He is in charge of operating, maintaining, 
planning, developing, acquiring, and constructing broadcast facilities 
He keeps the Administrator informed on unusual problems and those 
with overall implications. 

His background is very interesting. Hewasinthe Army. He was 
executive assistant to the head of General Electric. He had Wash- 
ington experience. He was commercial manager and European man- 
ager for RCA. And he was manager of the program department of 
NBC; vice president of NBC; vice president ‘in charge of television, 
NBC; president of the NCAC; director of TV 20th Century-Fox; and 
from June 1950 to September 1952 was a free-lance TV consultant 
He came into the program last October 

Will you carry on with your statement, please, sir’ 


» 


SUMMARY OF REQUIREMENTS 


Mr. Ctevencer. Prior to that we will include the tables on pages 
100, 103, and 105 in the record. 


(The information is as follows: 


Summary of re quireme nts by activity 
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Mr. CLevencrur. Now you may make your statement, Mr. Morton. 
GENERAL STATEMENT 


Mr. Morton. Mr. Chairman and gentlemen, I hope that I have 
started to bring to the program some professional broadcasting radio 
background. As Dr. Johnson just outlined, I have grown up in this 
strange new industry. This is my first appearance before a House 
committee, and I come before you to present the International 
sroadcasting Service budget of ILA, I believe, in a new climate. 

My training, as you might have gleaned from that background, 
has been to get results, operate efficiently and economically, and pay 


off with the lower right-hand figure on the balance sheet. My mental 
process can only work that way. 


CHANGES IN INTERNATIONAL BROADCASTING SERVICE 


Since November of last year I believe that the trend of headlong 
expansion of the International Broadcasting Service has been radically 
changed and stopped. For example, further implementation of the 
Ring plan, which you gentlemen have heard so much about and have 
been so patient about for so many years, was stopped. The addi- 
tional languages which were proposed were not added to the schedule 

The IBS, in this current fiscal year of 1953, has already undergone 
some very substantial retrenchment in its programing activities. 
This is in consonance with the administration’s policy of achieving 
the fullest possible economy in government. 

[t happens also to be the policy and belief of both Dr. Johnson and 
myself, 

AREAS TO RECEIVE BROADCASTS IN 1954 


Also, there are changes that have been brought about under Dr. 
Johnson’s direction which have, I believe, brought the radio medium 
into more proper operational perspective in the total United States 
information effort. For example, 75 percent of the present program 
output is directed at target areas behind the Communist curtain. 
Twenty-five percent goes to the free world, and particularly to the 
critical areas, the Arab States and southeast Asia. 
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Of the 9 hours contemplated for fiscal 1954 of transmission to the 
free world, 5 of those hours are going to these critical sections, the 
Arab States and southeast Asia. 

Earlier this year IBS, together with the other information media, 
was directed to undertake a critical self-analysis, which I believe we 
did with complete objectivity. This study determined the order of 
programing cutbacks and other savings which were subsequently put 
into effect. 

This fiscal year IBS has canceled its program originations in 
Spanish and Portuguese to Latin America, in Portuguese to Portugal, 
in Hebrew to Israel, and in Malayan to Malaya. Reductions in 
program originations have taken place in Italian from 45 minutes to 
15 minutes daily, and in worldwide English from 5% hours to one- 
half hour daily. Further adjustments planned for fiscal 1954 are 
indicated, gentlemen, in the program schedule which is included in 
the formal budget on pages 99a, b, and c. 


REDUCTION IN PERSONNEL 


As a further specific of the steps that have been taken and of our 
mental approach to this problem, so far in the fiscal year 1953, 400 
persons have been separated under reductions in force, at an indicated 
annual saving of $2 million, based on an average annual salary rate of 
$5,000 per annum. In addition to these separations, 97 authorized 
unfilled positions were abolished. That is a total of 497. 


REDUCTION IN OFFICE SPACE REQUIREMENTS 


As a result of these economies, IBS is now able to reduce its office 
space requirements to the point where it principal activities can be 
concentrated in 4 buildings instead of in 7. This will result in a rent 
saving of some $71,000 per annum. 

Mr. Rooney. Out of $1 million? 

Mr. WiiBer. Over $1 million. 

Mr. Rooney. $71,000 out of $1 million? That is quite a saving. 
Excuse me, Mr. Chairman. 

Mr. CLeveNnGER. That is all right. I had the same reaction. 

Mr. Roonry. That was spontaneous. 

Mr. CLevencer. I had the same reaction you had. 

Mr. Morton. It sounded like only a pinpoint in that large sum, 
I presume, Mr. Rooney? 

Mr. Rooney. Yes. 

Mr. Morton. But it is a contraction, sir. 

Dr. Jounson. It will make for greater efficiency, too, by having 
it in fewer buildings. 

Mr. Morton. Much more efficiency. The buildings we will give 
up the Excelsior and Studebaker Buildings, and a warehouse on 
57th Street. 

On the present administrative problem in New York, which I 
understand has existed for some time, that has been resolved by a 
consolidation of the New York Administrative Office with the office 
of the controller of IBS, the solid citizen who sits at my left, Mr. 
Frank Seymour. That has resulted in the elimination of 32 adminis- 
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trative positions at an approximate annual savings of $137,000 per 
year. 

Other byproducts of these reductions in personnel have been that 
it has changed the complexion of the VOA employees. Over 60 per- 
cent of the VOA employees are now veterans. Prior to the reduction 
in force the percentage of veterans on the staff was 41. 


COMPARISON OF 1953 AND 1954 BUDGETS 


In fiscal year 1954 the IBS is seeking, Mr. Chairman, $20,803,400 
of operating funds as against an original 1954 budget estimate of 
$33.5 million. This presents in certain respects a striking contrast 
with fiscal year 1953. For example, we are asking $11,390,655 for 
salaries and expenses for ose operations in the fiscal year 1954, 
as against $15,103,563 in fiscal year 1953. However, the overseas 
operations costs will rise in 1954, because of the completion of the 3 
high-powered relay stations, 2 in the Far East and 1 in Germany. 
As you gentlemen know, the construction of these stations was author- 
ized by Congress to enable the Voice to try to combat more effectively 
the constantly increasing Soviet jamming offensive. 

Mr. Chairman, I believe these high-powered relay stations, about 
to come into operation, are the cold-war equivalent of the new 280- 
millimeter atomic cannon. I cannot help but parallel in my mind the 
peace offensive that the information program is trying to serve with 
the hard coal and steel effort we are trying to fend off. 

I think it would be interesting to you gentlemen to know that only 
35 percent of the total IBS budget represents the programing costs. 
The remaining 65 percent is directly attributable to the facilities 


operations costs. Therefore, further cutbacks in programing would 
not achieve comparable total savings. 


INCREASE IN PROGRAMS TO IRON CURTAIN COUNTRIES 


We plan to strengthen our programing to the Iron Curtain countries 
by increasing the program output from the IBS Radio Center at 
Munich and by the establishment of a package program center at 
Beirut or Cairo for the production of program materials for broadcast 
to the Near and Middle East and the Arabic countries by the ‘Courier’ 
or other facilities, if the situation warrants their completion. We 
believe that these activities will result in a more effective and more 
economical program, permitting the shortwave reductions from New 
York, as indicated in the program schedule in the formal budget 
presentation on pages 99 a, b, and c of the justifications. The total 
shortwave reduction from the United States is 10 hours and 40 
minutes. 

CONSTRUCTION PROGRAM 


With respect to the construction program, no additional funds are 
being requested. The original appropriation request of $20,200,000 
has been withdrawn. ‘Two stateside construction projects have been 
canceled during fiscal vear 1953 pending further expert technical study 
as to their essential utility. We are striving to have nothing that is 
not necessary and useful. We are asking for the retention of funds 
for the completion of project DOG and certain other projects, the 





construction of which was authorized by Congress, also pending a 
further study of our coverage. 


Discussion off the record. 


PTELEVISION PROGRAMS 


Mr. Morron. In the rapidly expanding field of television, man 
countries are making substantial progress. IBS has not done a great 
deal about it up to this time but is watching this development very 
closely and trying to phase our participation in it with the proper 
degree of economic soundness. For example, there are some 23 
foreign countries now giving regular television service. IBS has been 
supplying a limited number of film programs to those stations. We 
hope that important element of our activity can be stepped up with 
judgment and sense and not going hog wild in any country. 

Mr. CLevenGcrER. I would bope you would not come up with a 
program for giving away thousands of television sets. 

Dr. Jounson. I would hope so, too. 

Mr. Morron. No. Our basic plan is for a weekly news relay 
magazine that could be very carefully screened and could present a 
visual and oral representation of this country that we might like 
to have seen and heard on those foreign television sets. They are 
hungry for program material. The field is right to be plowed. 

Mr. CLevencer. That makes it all the more important that this 
information be carefully screened and carefully considered for the 
area into which it goes. That has been the weakness, I repeat, of 
a great deal of this program. What was one country’s meat was 
another country’s poison. 


Mr. Morton. Yes sir 

Mr. Cievencer. And these are dangerous times. You must have 
control of what goes into the programs as well as what goes out. 

Mr. Morton. We can only give them the kind of merchandise 
they want to buy, and that varies with the market. 


tADIO ACTIVITIES OF OTHER COUNTRIES 


There is a current development which I am sure comes out annually, 
but I think it might be well to bring this committee up to date. 
At this time I would like to call the committee’s attention to certain 
highly significant facts about worldwide radio activities in other 
countries in relation to our own efforts. 

In August of 1949, VOA broadcast 198 hours per week, and BBC, 
the British Broadcasting Corp., 634—a total of 832 hours per week 
in August of 1949. The U.S. 5S. R., its satellites, and Communist 
China broadcast a total of 785 hours per week. By June of this year, 
1953, the contrast is very startling. The combined VOA and BBC 
output is now running at the rate of 789 hours weekly, whereas the 
Communist broadcasts have increased to 1,377 hours per week. 

Dr. Jounson. Will you show what the British broadcast is? You 
added the two together for 1953. 

Mr. Morron. I have that. 

Mr. Couprerr. While you are on that subject, I am just wondering 
what the witness really is getting at. Is he giving us the full broad- 
cast time of the British Broadcasting Co., which is a British monopoly, 
and contrasting it with VOA? Is that what you are doing? 





Mr. Morton. No; I was not. I was trying just very briefly to 
show the Russian output 

Mr. Coupert. Let us take both the British and the Russian output. 
{re those figures the total output, or just a specific classification of the 
output? 

Mr. Morton. That is the total combined overseas output of 
simply VOA and the British Broadcasting Corp. 

Dr. Jounson. With the Allies as compared to Russia. 

Mr. Couprrt. To make a fair and proper comparison, should not 
we take all of the American stations’ output and not just VOA? 
You are giving us the complete production of the British broadcasting 
and Russian broadcasting and comparing it with VOA. 

Mr. Morton. We have a full table which we would be glad to 
have inserted in the record. You might like to have it. I believe 
each year that becomes available for the information of the com- 
mittee. If you are referring to the Armed Forces radio service 

Mr. Couprertr. No. 

(Discussion off the record.) 

Mr. CLevenGcer. The only painful thing about the British overseas 
broadcasting is the fact the United States Army built that big station 
and gave it to the British Government, and this outfit paid as much 
as $340,000 a vear for using time. 

Dr. Jounson. Does not that pay for the manpower, to arrange for 
the relays, and so forth? 

Mr. CLevencer. I do not know as to that. 

Dr. Jonnson. | brought that point up the other day. It seems to 
me it does. 

It is very well to have that relay station. Whether it is worth 
that much to us I do not know. 

Mr. Morton. The Wooferton relay station, our people tell me, 
performs a very useful service. 

Dr. Jonnson. You think it is worth $300,000? 

Mr. Morton. They have a battery station with 30-watt trans- 
mitters available to us 5 hours a day. 


RECEIVING SETS IN NEAR EAST 


Mr. Covprerr. Would it be in order at this point, Mr. Chairman, 
and not interrupt the witness too much if I were to ask a question 
that a novitiate would naturally ask on this committee, namely, what 
evidence do you really have of the number of receiving sets in the 
Near East? You say you have evidence of extensive broadcasting 
operations and you want more money for that. What specific evidence 
do you have as to how much of this program gets through to countries 
like the Near East and Far East? 

Dr. JOHNSON. The escapees who come over, of course, report 

Mr. Coupert. I am not talking about the satellite countries; [ am 
talking about from the Near East. 

Dr. JoHNsSON. Cur public affairs officer told me the other day that 
in the coffee shops it was possible to pick it up. Not very many 
people, I guess, have their own radio sets, but these coffee shops do 
have radio sets 

Mr. Couprerr. Do not we have any idea how many there are? 

Mr. Morton. We have figures on those specific countries. 
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Mr. Couprrr. How many receiving sets are there in Iran, Iraq, 
Saudi-Arabia, or Egypt? 

Mr. Morron. On Iran, the figure we have is 131,400 receiving 
sets, of which 118,000 are equipped with shortwave reception facilities 

Mr. Couprrr. Let us take Egypt. There ought to be a very larg: 
number of sets in Cairo and Alexandria. 

Dr. Jounson. We used to get out a little bulletin about our pro- 
grams, and we had a great many requests for those. But that does 
no! refer to these countries; it refers to East Germany. 

Mr. Morton. The bimonthly program schedule, which we have 
eliminated from the 1954 request, had a circulation of about 1.2 
million 

Mr. Couprrtr. Where? 

Mr. Morton. All over the world. 

Mr. Couprrr. That does not help very much. It might all have 
been in England and France. 

Mr. Morton. No. We have a breakdown of that as to wher 
the mailing list came from. This mailing list was built up in answe1 
to specific letter requests to receive this bimonth!’ program schedule 

Mr. Couprnr. Could you produce that information? 

Mi Morron Yes, sir 
Mr. Couprert. I would like to see that 

Mr. Hamitron. Do you think Mr. Coudert would be interested in 
a study of radio listening habits that was done for us by Columbia 
University? 

Mr. Coupert. I would rather have your conclusions drawn from 
that 

Mr. Kimpatyu. I might sav this: We have been getting monitoring 
reports, speaking of Egypt, that have shown that the signals since 
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the Courier, which is now anchored in that particular area, have been 
showing that cither 4 or 5 times more of the 2 types of audience 
have listened to the signal. Ever since January, I have noticed these 
reports, whereas before there was a lot of time when the transmission 
was not suitable, particularly for this coffeehouse type of audience 
Obviously, if people who go to the coffeehouse cannot receive 
that signal, they are going to another station. But it has been inter- 
esting to note that since the Courier has been picking up that signal 
and giving it more power the reception has been either 4 or 5 times 
better, according to the reports I have seen. 

Dr. Jounson. Will you explain where those reports come from? 

Mr. Kimpauu. Those reports come from each of our posts—in 
Cairo in this case. They are monitored and are monitored on a 
technical basis. So, it is not just that you and I know they get the 
signal, but it is a technical monitoring report from the Embassy. 

Mr. Covuprerr. What is the reception behind the Iron Curtain? 

Dr. Jounson. Of course, that is a very difficult thing to state. I 
do not know whether you were here yesterday when I mentioned 
what Raundal told us. 

Mr. Couperr. If you stated it yesterday, you do not need to repeat 
it, but just tell me off the record. 

(Discussion off the record.) 

Mr. Kimpa.u. India might be an interesting case in point. The 
report there is 574,200 receiving sets, of which 516,800 include the 
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shortwave facility, and the percentage of illiteracy is between 90 and 
100 percent. 

Mr. Couprrt. And the population is about 400 million. 

Mr. Kimpauu. The population is 306,829,000. 

Dr. Jounson. Those are probably the people who are opinion- 
forming people largely and educated people who have sets. 

Mr. Couprrr. Presumably. 

Mr. Kimpauu. If you would like, we can submit the Egyptian 
figures for the record. 

Mr. Couprerr. I merely wanted that by way of an example. 

Mr. Kimpauu. I understand 3 years ago even the Russians were 
submitting figures of the number of sets to the people who keep 
statistics on those things on a worldwide basis. So while super- 
intelligence would not have it right up to 1953, we have pretty good 
information, | am told, up to 3 years ago even on Russia itself. 

Mr. Morron. If 1 may interpolate at this point, I] believe Mr. Sikes 
asked vesterday how the Voice of America was handling the East 
Berlin situation. I have two scripts here of June 19, which are quite 
current, if you would like to have them included in the record. 

Mr. CLevencer. Give each member a copy of them. We want 
to keep the record so that it will be read. 

Dr. Jounson. I| think it would be a very good suggestion to send 
each member of the committee a copy. 

Mr. Morton. Also, in the interest of brevity, I have tried to give 
you gentlemen just some of the hard-core facts that I hope indicate 
we are trending in a healthy direction. 


LANGUAGE BROADCASTS ELIMINATED 


Mr. Roonry. Mr. Morton, with regard to partial elimination of 
broadcasting, did you mention the total number of language broad- 
casts that have been eliminated? 

Mr. Morton. No, sir. 

Mr. Roonry. What are the language broadcasts that have been 
eliminated since you folks took over? 

Mr. Morton. We have eliminated Spanish and Portuguese to Latin 
America, Portuguese to Portugal, Hebrew to Israel, Malayan to Malay, 
and have reduced the broadcasts to Italy from 45 minutes to 15 
minutes daily. We have reduced the broadcasts to France from 30 
minutes to 15 minutes daily. And we have substantially curtailed 
the English-language broadcasts frem 5 hours and 45 minutes 
daily 

Mr. Rooney. You are now recounting what you said awhile ago. 
Are there any more language broadcasts going to be eliminated? 

Mr. Morton. No, sir. At the present time our 1954 plan is 38 
languages plus the 30-minute worldwide English broadcast. 

Mr. Kimpautu. May I make a statement off the record to clarify the 
question I think you may have in your mind? 

Mr. Rooney. All right. 

(Discussion off the record.) 

Mr. Roonry. We now have all of those which have been discon- 
tinued since you took over? 


Mr. Morton. Yes, sir. 


85121—53—pt. 1——-42 
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Mr. Roonry. What further language broadcasts do you propose to 
eliminate, if any? 

Mr. Morron. We do not contemplate eliminating any others at 
the moment. 

Mr. Rooney. In 1953, I believe VOA was broadcasting 43 hours 
a day? 

Dr. Jounson. I think that is approximately right. 

Mr. Hamitron. 43 hours and 40 minutes. 

Mr. Rooney. And what is the total number of hours you propose 
broadcasting in 1954? 


Mr. Morron. About 38 hours. 


VALUE OF MATERIALS IN WAREHOUSE SPACE IN NEW YORK 


Mr. Rooney. Mr. Morton, awhile ago you referred to the closing 
of the warehouse on 57th Street. 

Mr. Morton. Yes, sir. 

Mr. Roonry. What does that leave you in the way of warehousing 
facilities? 

Mr. Morron. It leaves the major warehouse in Brooklyn. 

Mr. Roonry. The Bush Terminal warehouse? 

Mr. Morron. Yes. 

Mr. Roonry. You have about $20 million or $30 million worth of 
equipment up there; do you not? 

Mr. Sxymour. $13.7 million, including $9 million of construction 
equipment purchased for construction of stations overseas. The 
total is $17,728,000, which includes $628,000 worth of equipment that 
has been placed in the Brooklyn plant. 

Mr. Roonny. The $13 million figure you mention is interesting 
in view of this statement in the investigators’ report: 

It is estimated by the officials in charge of the warehousing operation that 
materials in this warehouse have a cost of between $20 million and $30 million. 

Dr. Jounson. | heard it was even bigger than that, Mr. Rooney. 

Mr. Rooney. I am not interested in what someone else said. I am 
looking at something here in black and white. I am wondering how 
good the investigators’ report is in other particulars, since they could 
be off at least $7 million or $17 million on this. 

Mr. Srymour. What is the date of that report? 

Mr. Roonry. It is quite recent. It is dated the 10th of June. 

Mr. Srymour. This is the most complete inventory, I believe, 
that was ever made of all the IBS equipment, including construc- 
tion equipment. We just compiled this in the last 30 days. I did 
not have the slightest idea when I took over how much the inventory 
was. They inventoried every warehouse. They did not just take 
the price that was paid for it. 

Mr. Rooney. But you have it now, and you have equipment there 
that is useful to you; it is worth the figure you say, $13 million? 

Dr. Jounson. You might not be able to sell it for that. 

Mr. Rooney. It is worth that to you in your operation? 

Dr. Johnson. That is right. 
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REDUCTION IN FORCE IN NEW YORK BROADCASTING OFFICE 


Mr. Roonry. Now, with regard to the reduction in force in the 
New York broadcasting office, 1 do not recall how you expressed it, 
but vou have gotten rid of—laid off—so many people. How many 
people? 

Mr. Morron. Four hundred. Four hundred and ninety-seven 
authorized unfilled positions were abolished. 

Mr. Roonry. And what about the contract or temporary people? 

Mr. Morton. The licensees? 

Mr. Rooney. No; the folks that come in, the talent that comes in 
and makes broadcasts that vou pay for on an hourly basis. 

Mr. Morton. There will probably be a reduction in that, Mr. 
Rooney, with the elimination of some of these services. 

Mr. Roonry. Have you made any reductions other than with 
regard to the language broadcasts we discussed a while ago and which 
have been eliminated? 

Mr. Morron. I do not know at the moment whether there has 
been any reduction in WAE employment. 

Mr. Rooney. Would this be a fair assumption under the cireum- 
stances: that you have not laid off those people who have been doing 
foreign-language broadcasts—-I am talking about news, skits, and so 
forth—who were there at the time you took over? 

Mr. Morton. Some of them were in this reduction in force. We 
can give you a detailed breakdown. 

Mr. Roonry. Let us not get confused between the permanent 
employees to whom you are referring, the four hundred and some odd, 
and these extra people I am talking about. Have vou gotten rid of 
any of those extra people other than by way of elimination of the 
language broadcasts? 

Mr. Kimpauu. The w. a. e. employment to which you refer is being 
reduced 21.6 percent in 1954. 

Mr. Roonry. Is that due to the reduction of broadcast hours from 
43 hours and some minutes to 38 hours? 

Mr. Kirmpauu. That would be directly related to that. 

Mr. Roonry. And that is the reason for the elimination of those 
people? 

Mr. Krmpatu. Yes, sir. 

Mr. Roonry. Rather than because of incompetency or because they 
are security risks or anything else? As far as you are concerned, as 
you sit there and I sit here; is that correct? 

Mr. Morron. Yes, sir. 

Mr. Roonry. Will you please furnish for the record at this point 
the names of the 400 people and the reasons for their being laid off 

Mr. Morton. We will get that for the record. 

(The material requested is as follows: ) 

INTERNATIONAL INFORMATION ADMINISTRATION 
The emplovees on the attached list have been and/or are being separated from 


the New York office of the International Information Aaministration as a result 
of budgetary reductions subsequent to February 27, 1953. 
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UTILIZATION OF RELAY STATION IN TANGIER 


Mr. Preston. How is this reduction of broadcast time in terms 
of hours going to affect the utilization of the relay station at Tangier? 

Mr. Morton. I could not tell you offhand whether the particular 
language services that are being eliminated would be relayed from 
Tangier, Munich, Salonika, or one of the other relay bases. ‘Tangier 
does an omnidirectional relay job. I can check that. 

Mr. Preston. By that technical term, you mean it relays generally? 

Mr. Morton. Its location is advantageous for beaming in a 
number of different directions around the compass. 

Mr. Preston. And not just to Europe? 

Mr. Morton. No, sir. 

Mr. Preston. Or not just to the geographic area where it is located? 

Mr. Morton. No, sir. It feeds down in Africa, for example, 
almost 180° from its feed up to Europe. Tangier is used for the 
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U.S.S. R., central Europe, the Balkans, the Near and Middle 
East, Greece, and India. 

Mr. Preston. How many hours a day is it used—24 hours a day? 

Mr. Morron. On a 24-hour basis; yes, sir. 

Mr. Preston. And it will be under the 1954 program? 

Mr. Morron. Yes, sir. 

Mr. Preston. I am glad to hear that, because that is a fine 
installation. 

Dr. Jounson. It is one of our best. 

Mr. Preston. It is a magnificient installation. I spent a good 
deal of time there, and I learned a great deal about this operation 
and was very much impressed. 

Mr. Morron. I am glad to hear that favorable report. I have not 
had an opportunity to see it. 

Mr. Preston. It is interesting to anybody to see it. If any member 
of the committee should get an opportunity to go, he certainly should 
see it as I did last year. 


COST OF TRANSFER FROM NEW YORK TO WASHINGTON 


Mr. Roonry. Mr. Morton, it has been said here that it is proposed 
that the New York broadcast office be moved to the District of 
Columbia. Have you contemplated and arrived at the amount of 
expense involved in such a removal? 

Mr. Morton. I believe we have an estimate. 

Mr. Roonny. What is that amount? 

Mr. Srymour. The approximate estimate shows it will cost ap- 
proximately $4.3 million to move the whole thing. 

Mr. Rooney. Is that all? 

Mr. Seymour. That includes $2 million set up originally for the 
New York plant. 

Mr. Roonry. Would that leave the $13 million of equipment in 
the Bush Terminal? 

Mr. Seymour. No. Some of it was purchased for the New York 
plant 

Mr. CLEVENGER. There is material stored in Texas, too; is there 
not? 

Mr. Seymour. No; they have no material stored in Texas. Two 
or three transmitters that are still not finished are down there but are 
being shifted into the Brooklyn warehouse. 

Mr. CLevencer. Those are the approximately $1 million trans- 
mitters? 

Mr. Snymour. That is right. 

Mr. Cievencer. And there are six of them? 

Mr. Morton. These are the big megacycle transmitters. 

(Discussion off the record.) 

Mr. CLevenGcer. We will proceed with the hearing. 


rRAVEL BETWEEN NEW YORK AND WASHINGTON 


Mr. Bow. Mr. Chairman, before we start with the testimony, may 
I ask that we be supplied for the record a statement on the travel 
item, showing the number of trips between Washington and New 


York ? 
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Mr. Kimpau. Yes, we can provide that. 

Mr. Bow. And the cost of the trips between New York and Wash- 
ington. 1 think it would be interesting to have that, and the amount 
of time in man-years involved. 

, Mr. Kimpauu. Yes; we will furnish that. 

Mr. Bow. I have been looking over the statement you previously 
submitted on travel. It is a very interesting study. 

Mr. Kimpauu. Yes. 

Mr. Bow. It shows page after page of trips from Washington to 
New York, New York to Washington. 

That is all, Mr. Chairman, thank you. 

Mr. CLEVENGER. It is my impression that a greater control could 
be exercised over the travel item. 

Dr. Jonnson. Yes, I think so. 

(The information requested is as follows: ) 


ey mber of trips hetw en Washinaton and Ne w Yo k, man-years and total! cost, 
fiscal years 1953 and 1954 


Element 


Office of Field Programs 
Press Service 
Motion-Picture Service 
Information Centers Service 
Educational Exchange Service 
Radio Brosdeasting Service 
Private-enterprise cooperstion 
Office of the Administrator 

9. Congressional and public information 
Office of P«licies and Plans 
Evsluation 
U.S. Advisory Commissions and Secretariats 
Regional Bureus Public Affairs 
Office of Management 
New York Administrative Office 

}. Special intelligence support 


Total 


Mr. CLEVENGER. You may proceed, Mr. Kimball. 

Mr. Kimpatu. If you wish, Mr. Chairman, we can go on with the 
radio, and then come back to the New York administrative item. 

Mr. CLevencer. We will leave that up to you, Mr. Kimball. 

Mr. Krimpatu. If the committee agrees, we can have Dr. Morton 
go ahead and highlight the presentation, showing the reductions. One 
of the things covered this morning referred to the cuts. We have 
had a very large cut in the construction personnel, and the reason 
for that is we have cut back in the number of areas, and also the fact 
that construction has been largely stopped. There is but a very 
small group of people being retained to finish the projects that are 
being done, to complete some of the technical developments. 

So that I would suggest, Mr. Chairman, unless there are further 
questions on the radio, that we ask Mr. Seymour, who is head of the 
New York Administrative Service, to explain the steps he took to 
get the decreases. 

Mr. Cievencer. On page 100 of the justifications you have five 
items amounting to a considerable amount of money. If there is 
anything you want to say on that, you may proceed. 
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Rapio FacrLities OrERATIONS 


Mr. Morton. Mr. Chairman, this is a breakdown of the request 
made this morning, of the $20,803,400. There is an indication of the 
increments in the radio facilities, and that stems from the going into 
operation of the three high-powered overseas bases. Without the 
other retenchments that have been effected, we might have been faced 
with the necessity of asking the committee for the consideration of 
additional operating funds, which, fortunately, we were able to ob- 
viate, and were enabled to operate the three new power facilities, and 
still show this reduction over fiscal year 1953. 

Mr. Cievencer. Will you turn to page 105 for just a moment. 
That is for operation Jade. 

Mr. Morron. Yes. 

Mr. Cievencer. There you have $1,172,460. The amount you 
were allowed a year ago was $907,000. 

Mr. Morron. Yes 

Mr. Cievencer. In the next item, John, $1,098,462 is shown for 
this current year’s appropriation. 

Mr. Morton. Yes 

Mr. CLevenGcer. A year ago it was $860,000. 

Mr. Morron. Yes 

Mr. CLevencer. Under this operation ‘‘Cast,’’ $697,791 is the 1954 
estimate and $507,000 is the estimate for 1953. Those are up quite 
considerably. ‘Tell us why. 

Mr. Morvron. The first reason is that this reflects a full year’s 
operation; and the previous vear 

Mr. CLevencer. No; those were estimated annual costs, the way 
they were given to us a year ago. 

Dr. Jounson. Mr. Morton was not here then. Maybe someone 
else has the answet 

Mr. CLevenGcer. Page 75 of last year’s hearings gives a breakdown. 

Mr. Morron. Mr. Chairman, I would rather not try to answer 
about something I do not know. 

Mr. Wixser. I wonder if we might analyze that, Mr. Chairman, 
and supply the information for the record. 

Mr. CLEVENGER. Yes. 

Mr. Kimpatu. You were reading from the last column in last 
year’s hearings? 

Mr. CLEVENGER. Yes. 

Mr. Kimpauu. We will furnish a statement for the record. 

(The information requested follows:) 


JADE, JoHN, AND Cast ANNUAL Cost ESTIMATES 


The annual cost estimates appearing on page 75 of the 1953 appropriation 
hearings before the House Committee on Appropriations were prepared in Feb- 
ruary 1952. They were based on assumptions, which later proved incorrect, 
as to the kind of technical staff required to man these new high-powered facilities, 
as well as to the use of American versus local technicians. With respect to 
projects Jade, John, and Cast, the difference between the February 1952, estimates 
and the 1954 annual costs shown in the revised budget estimates are due almost 
entirely to increases in personal services costs. A comparison of staff as included 
in these two estimates is as follows: 
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The 1954 staff estimates are based on engineering judgment, taking 


( 
factors as physical location, availability of local supporting 


erience of the construction contractors t the sites Facilities of t 
jue because of the size of the stations Engineering talent 
wledge and experience required to operate, maintain, and 
tallations is rare Considerable on-the-job training will be neces 
For projects Jade and John, knowledge gained over the past year of the technical 
oblems involved in operating such facilities dictated the need for a somewhat 
er American stoff than was contemplated originally Very few qualified local 
ineers are available In the case of project Cast, operating in conjunction 
h an existing relay base, and in an area where qualified local engineers can be 
ined, it has been possible to reduce the number of American engineers. With 
pect to the local staff, the original estimate assumed that staff of the existing 
use would service the new facility. However, in view of the expansion of radio 
gram activities at this location, this will not be practical, and the necessary 
| staff is provided 
It is possible that, as operations shake down and training is completed, reduc- 
ns in staff ean be achieved. This possibility will be watched, and reductions 
ill be accomplished as rapidly as is consistent with efficient operation of the 
ilities 


Mr. Kimpauyt. May I add, Mr. Chairman, that we have spent 


some time on this. Under Dr. Morton’s management, we have sent 
wo people to look over the situation, to try to see to what extent we 
vould be able to cut down on American employees, and increase the 
se of locals. It is very difficult in Okinawa, because they do not 
have the people there who are trained for this type of program. And 
since this estimate is based on actual trips until the projects are 
completed, as thev are nearing completion, it will probably be neces- 
sary to send someone from here 

Dr. Jonnson. We will give vou a statement for the record on it. 


EVALUATION PROGRAM 


Mr. CLievencer. On page 108 you have the program of administra- 
tion and evaluation, for which you are requesting $301,912 for personal 
services, This is a decrease from 1953 of $161,505. 

Then you have another item for evaluation, page 118, where you 
have $656,700. 

What is the total for evaluation? 

Mr. Morron. The decrease there is reflected, as you see, Mr. Chair- 
man, by the reduction in the staff primarily from 83 down to 48. 

Mr. Kimpauu. Under evaluation, for the entire program, a certain 
portion is made available to New York and the radio operation, 
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which is largely handled through contract. In other words, this 
the actual evaluation staff, which has been substantially reduced 

Mr. CLevencreR. My question was what is the total amount o{ 
money estimated for evaluation? 

Mr. Kimspauu. The total amount for radio, for 1954, is $50,000 
which is a reduction from $214,000. In other words, it is a littl 
less than one-fourth of what it was last year. 

Mr. CLeveENGER. What is the total? 

Mr. Kimpauu. Under operations on pages 119, 120, and 121 is 
indicated how this total amount for evaluation is distributed among 
the various media, $50,000 of which goes to radio. 

Mr. CLevencer. The $656,700 together with the radio evaluation 
of $50,000, would make a total of $706,700; is that right? 

Mr. Kimpatu. The total figure for evaluation is $656,700. Th: 
total evaluation of the staff in Washington is $656,700, of which 

$573,100 is for contracts. That $573,100 is distributed among thi 

various media, and in the case of radio is $50,000. 

Dr. Jounson. That includes the cost of radio. 

Mr. Kimpauu. The $573,100 includes $50,000 for radio. In the 
other media, as I pointed out, is a total figure of $363,000 for this 
staff actually employed in New York. 

Mr. CLevenGcer. On evaluation? 

Mr. Kimpauu. In evaluating various programs. 

Mr. CLeveNGER. How much of that is radio? 

Mr. Kimpau. That is all radio. 

Mr. CLEvENGER. All of it? 

Mr. Kimpatu. You have the $363,000 plus $50,000. 

Mr. CLEVENGER. $413,000. 

Mr. Krmpatu. Yes. We did feel, and you will see reflected here, 
that we have a substantial reduction, and that a reduction could be 
and should be made in the New York evaluation staff. And we have 
a tighter control over the whole evaluation program. 

Mr. Cievencrer. So the total evaluation for all purposes is 
$1,020,109, which includes all of this; is that all-inclusive? 

Mr. Krimpauu. $1,020,109? 

Mr. Scuwartz. We have some evaluation in each of the media 
services and a few evaluation officers overseas. 

Mr. Cievencer. In addition to this? 

Mr. Scuwarrtz. In addition. We would have to provide that. 

Mr. CLEVENGER. What is the total estimated amount? 

Mr. Kimpauy. When you refer to page 108, to which you made 
reference a moment ago: That is the staff, Direc tor of Voice, including 
evaluation: The evaluation has been reduced; 25 people in IBS and 
54 staff 

Mr. CLevencer. Then the answer before is not correct? 

Mr. Kimpauu. I think you were looking at the total figure here on 
page 108. That was broken down because it includes the Office of 
the ins ‘ctor, the policy advisory staff, and the evaluation staff. 

Dr. Jounson. That is under the head of program administration 
and evaluation. 

Mr. CLEVENGER. Somewhere will you show the total amount of the 
cost of the evaluation program? 

Mr. Kimpauu. Yes. 

(The information requested may be found on pp. 791 et seq.) 
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Mir. Preston. Mr. Chairman, if the gentlemen at the other end 
through with this particular item of evaluation, I would like to 
ollow it up a little further. 

Mr. CLEVENGER. Go right ahead. 

Mr. Preston. How long do you have to have this evaluation work 
done before you can do your own evaluating? You are spending a 
ot of money finding out whether you are hitting the target or not 

Dr. Jounson. I would like to say very briefly, and I do not know 
much about evaluation, but I have always had the feeling that it is 
too dangerous for us to attempt to evaluate our own programs, and 
that it was better to get some specialist from the outside who can give 
is a more objective viewpoint. 

[ think actually, probably, it does not cost us any more that if we 
added a certain number of people, specialists, to do the evaluation, 
and I have always been under the impression that it was better to 
have someone from the outside pass on the effectiveness of the program, 
who will be completely unbiased, because your own people may not be 
completely objective in their analysis. 

Mr. Preston. What is the practice and policy of private com- 
panies about evaluation? 

Mr. Morton. They rely on it a great deal. 

Mr. Preston. I mean, as a regular practice? 

Mr. Morton. The producers not only have their own research 
analysts and evaluators, but they also call in independent research 
organizations to do evaluation work for them. 

Mr. Preston. My question was whether they do it as an annual 
routine proposition. 

Mr. Morron. I do not know whether I can answer that question 

Mr. Preston. We have been hearing about the evaluation program 
ever since I have been on the committee, for a number of years 

\ir. Morton. Yes. 

\ir. Preston. And we have seen large sums of money provided for 
this business of evaluation. I am just trying to find out what is the 
policy of private producers in this respect. Do they have an annual 
evaluation program, of outside contractors to do the job? 

\ir. Morton. Yes. 

\ir. Preston. Or do they reach the point where they do their own 
evaluating work? 

Mr. Morton. They utilize both, Mr. Preston. They utilize both. 

\ir. Preston. Annually? 

Mr. Moron. Yes. 

Dr. Jounson. They also do that in the advertising field; they use 
independent research organizations. 

\ir. Preston. [ understand that. 

Dr. Jounson. I certainly believed that we ought to have a study of 
the whole evaluation program, and I asked Dean Schramm, of Illinois, 
to head such a committee, because | felt that in a program so large as 
this, before we are going to spend a lot of money, we ought to have 
some idea of what effect it will have. 

Mr. Preston. Do these people who are under contract go out into 
the field? 

Mr. Morton. Yes, sometimes. 

Mr. Preston. You make use of both your own and Foreign 
Service people? 
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Mr. Morton. They take the specialists in the field. IT would lik 
if | may, to touch on one point which Dr. Johnson commented on 
and that is the matter of avoiding bias. That is one angle, but wi 
are also most anxious not to load the program with a continuins 
overhead expense. We try as much as we can to do this on a piec 
work basis, bv contract, rather than carrying it as a permanent over 
head operation 

\fr. Preston. Your evaluation, as I see it, is one of the weakest 
spots in the whole thing. You do not have a firm program; the clot] 
has to be cut to fit the pattern. We are facing changes every day 

ave a changing situation in Korea. Look what is happening 
panv: what is happening in Czechoslovakia, and Yugo 
slavia; you have a new situation every day to handle; you no soon: 

through wit 1c, than you have another, and you have got to 
move in on that 

Mr. Hamitron. May I] just add this suggestion, Mr. Chairman, 
that the purpose is to try to determine what the attitudes of the peopl 
ire to certain burning questions. <A great deal of this evaluation work 

es to basic studies of how people come to have the ideas they hav 
paper that you saw, of the study on Mexico, I think reveals the 
kind of questions that arise It gives some brief idea of it. I believe 
Mr. Gedalecia can explain to the committee very well this whol 
problem, and the objective of the analysis, dealing with how ideas ari 
transmitted. That is the basic problem 

Mr. Bow. I do not know how far the chairman wants to go into this 
but here is one of the things that occurs to me, right along the line of 
Mr. Preston’s inquiry, that the amount of money we are spending ot 
evaluation would buy a lot of time on a commercial radio, and carry 
a well-designed program, out of the Washington office, or some other 
office 

Mr. Crevencer. If this money were spent in a businesslike manner, 
it would buy a lot of time for a well-prepared program. I think the 
whole Prop osition has been too much on a grandiose basis. I have 
been studying this thing for the last several vears, and have tried to 
vet it aaa to ais seems to be a practical program. We are told of 
the wonderful things that can be done, but actual performance is 

different thing. 
think we might as well be perfectly frank with each other. The 
ram now is in the national doghouis And there is a widespread 
| that the operation be stopped, whe ther you realize it or not 
at comes to us at both ends of the ¢ ‘apitol. 
JOHNSON. I know it does. 
‘LEVENGER. It comes from people who feel that there has been 
ineffective expenditure of money, without getting down to 
actual targets. Eventually the people are going to demand that it be 
opped 
JoHNSON. It i vy feeling, not knowing much about the 
field—and that 1 reason : San a man whose 
radio-propaganda field—that we should 
we are reaching aires It seems to me 
| however a the program might be, we 
vets, ain targets, and we have to find out whether 
them or not. And, if we are not hitting them, we have 
little different direction. 
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As I understand, the Russians are spending a billion and a half 
dollars 01 propaganda in this field 

Mr. CiLevencer. How can you prove that? That is another 
statement, just like many other statements that were given a vear 
ago, about what the Russians are doing There is no way to tell 
whether they are spt nding millions or merely hundreds of thousands, 

These statements are made, fantastic as they are, and we have no 
way of knowing exactly how much money the Russians are spending 

Dr. Jounson. I do not know who is the authority for the figure, but 
I have seen it in the newspapers several times. 

Mir. CLevENGER. Those statements have been offered here so many 
times that we are getting past the point where we have any reaction 
to them. 

Dr. Jonnson. [ think probably the ambassadors would be the best 
people who could tell us about it. But it seems that their information 
service is very effective. 

Mr. CLevENGER. Have they won the minds of the Germans? 
They are people who love liberty and are rising up right in the face 
of machineguns and tanks to assert their right to be freemen again. 
That is the best proof that the Russian propaganda ts a lot of hogwash 
It is not buying the minds of men 

Dr. Jounson. I think so. If it had not been for RIAS and the 
wonderful job they have done with the escapes 
given the Germans the courage to show this spi 

Mr. CLEVENGER If you can get col ifort out of 
credit for it, that is all right. In my opinion it 
action of an industrious people with unlimited energy f there was 
anyone who thought he could bottle them up for a long time, he was 
just foolish. It was obvious it would generate steam and eventually 
blow sky high. 

Maybe communism is dying of indigestion. It has gas on its 
stomach, to say the least, over all the satellite countries. 

Dr. Jounson. It looks quite encouraging. 

Mr. CLevencer. Mr. Bow, have you any comments or questions? 

Mr. Bow. Not at this time; no, sir. 

Mr. Coon. No questions, sir 

Mr. CLeveNGER. What is the next item? 


New York ADMINISTRATIVE OFFIC! 


Mr. Morton. May I ask Mr. Seymour to speak to page 128, on 
the New York Administrative Office? 


BACKGROUND OF MR. SEYMOUR 


Dr. JOHNSON. Mr seymour is a rradua te ol Lowa State University 
in 1926. He was with the Institute for Training in Municipal Admin 
istration from 1940 to 1941; sales engineer of Armco, Middletown, 
Ohio, from 1934 to 1936; city manager, city of El Dorado, Kans., 
from 1936 to 1941; major, United States Army, 1941 to 1943; colonel, 
United States Army, 1943 to 1944; consultant, Bureau of the Budget, 
Washington, D. C., 1944 to 1945; regional director, Treasury, Com- 
merce, War Assets Corporation, and War Assets Administration, 
New York City, 1945 to 1947; and has had many other distinctions, 
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his last one being in charge of our administrative office and th 
Comptroller’s Office, which we are combining. 

Mr. CLevenGer. Coming from the Buckeye State, I know he do: 
not react very well to ideas of communism. I will put my faith o 
that 

Dr. Jonnson. That is a good’State. 

Mr. Seymour. If we consider our budget, on page 128, I think 


will have to combine that with the part on page 110, which includ 


the Central Administrative Services in New York, because we hay 

nbined those two jobs with the result of eliminating 32 positions, a 
Dr. Johnson mentioned this morning. 

Mr. CLEVENGE!I Those two are tied together? 

Mr. Seymour. There is a reduction of 35 positions in NAO alon 
before we made the consolidation, which reduced the NAO to 234 
positions 

The New York Administrative Offices takes care of all the peop! 
and accounting. It does the general service work and handles all 
of the personnel activities and handles all procurement and supply 

There is a reduction from $1,611,679 in 1953 to $1,426,500 in 1954, 
in NAO; and there is an increase of $9,460 in the Comptroller’s Office 


RENTS 


Mr. CLevencer. How much in rent charges paid in 1953 from this 
budget have been transferred to the GSA? 
Mr. Szrymour. The only thing GSA is not paying now is the film 
storage, which amounts to $30,700. 
Mr. Cievencer. Is it not more than $30,000 a year for those 
vaults for film storage? 
Mir VV ILBER. | do not believe SO. 
Mr. Seymour. Mr. Chairman, I would like to furnish that informa 
ion for the record. 
\ir. CLEVENGER. All right. 
(The information is as follows:) 
New York ITA pavs $30,708 for the rental of 36 film vaults and 1 cuttins 
nents as follows: 
Amo 
S90, SOO 
10, OOO 
140, 000 


132, 200 


403, 000 


NUMBER OF PERSONNEL 


Mr. Ciuevencer. You have 234 positions here. Can you explain 
the need for those? 

Mr. Seymour. In the fiscal branch we have 40 people who examine 
accounting, Maintain operating levels, review the recurring physical 
reports, vouchers, and all that sort of thing. They do all the pay- 
rolling for all the New York people, and do all the reporting service. 

In the general service there are 84 people. They maintain the 
property and equipment of the Department. They keep the Records 
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d Management Section, Communications and 
Reproduction Service. 
The Personnel Branch provides classification, 


cement employer relations. trs i”. appointments 
in the 


nee of personnel records. There 
ch 


ALL OTHER EXPENSES 


Mr. Cuevencer. That is the breakdown of the 


ther expenses’? Have you a breakdown of that 
re 128? 
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Mr. CLEVEN( 
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Mr. CLEvENGER. Will you furnish it for the record? 
record 


Mr. Seymour. Yes, sir; we will furnish it for the 


a reduction from $152,000 last year. 
(The information is as follows:) 
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MOVE FROM NEW YORK TO WASHINGTON 


Mr. Preston. Does this budget which you are justifying now 
ont mplate a move from Nev York Lo Washington? 

Mr. KimpBanu. No, sir; this is based on a merger at this time in 
New York. There is no provision made in this entire budget for a 
move from New York to Washington. That is something which is 
now under careful study 

As was indicated this morning, the initial studies showed it would 
cost something in the neighborhood of $4 million. When the plan is 
worked out « mpl tely it would be necessary for us to come to the 
committee and work out a basis for carrying it out. 

(As was mentioned vesterday, we put some language in the budget 
which would help us in case that can be worked out during this 
fiscal year. 

Preston. I have no further questions, Mr. Chairman. 
ACQUISITION AND ConstTRUCTION OF Rapio FacrLirires 
. CLevencer, We will take up ‘Acquisition and construction 
lio fi ihe ilit 
Gacaaee I Kin ball will speak on that. 

r. CLEVENGER. This starts at page 139 of the justifications. 

r. Kimpauy. Yes, sir. This has to do with the no-year appro- 
priations which have been made by the Congress in fiscal years 1950 
and 1951 of $61,296,939 total. 

At the present time the expenditures have left a balance availabl 
as no-vear funds for 1954 and subsequent vears of $17,519,144. The 
Bureau of the Budget, Mr. Dodge and his staff, have made a gi 
ticularly careful analysis of our needs for the use of these funds 1 
the light of action taken by the Senate Committee on Appropri: sihe 
and by the Senate, which might have the effect of utilizing some of 
these funds in connection with the Department’s reduction-in-force 
liquidation costs for the fiscal year 1954. We went through it very 
care fully to determine those items which seemed to us of considerable 
importance during the current fiscal year, and have listed items 
totaling $12,240,736 which we feel are urgent for the 1954 fiscal year. 

There is another item in connection with one of these projects 
which would carry on into the next fiscal year in an amount of $778,000. 

Mr. Chairman, I wonder if, to explain this properly, I could go off 
the record a moment? There are two items in here which are highly 
classified 

Mr. Cievencer. All rig 


) , } | , } 
Disc ission off the recora 


PROJECT DOG 


Mr. CLevencer. You have an item on page 144d for land cost on 
this rather obscure island, where you show 10 acres at $5,000 an acre. 
What is that? 

Mr. Kimpauy. That is project Dog, sir, on Lemnos. 

I might say to you that one of the topics discussed at lunch today 
between Mr. Seymour and myself was the question that we thought 
that was a high figure. 
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Mr. CLevencer. You could buy the whole island for that. 

Mr. Kimpatu. | am glad you have brought it up. We thought it 
was a very high figure. Mr, Seymour discussed the question with the 
Foreign Buildings Operations. He said they insisted on this figure. 
\ir. Seymour raised exactly the same question you did. He thought 
the figure was high. 

I will go back a step further. The original costs given us on these 
projects were very much higher than is shown here. Because of the 
importance of tailoring this down to absolute costs we had a review 
made which reduced the amounts considerably. That still stood out 
as being a surprise, that it would be that high. But those figures were 
riven to us by the Foreign Buildings Operations. 

Dr. JoHonson. Do you not think the Greek Government just set the 
price and we had to pay what they asked? 

Mr. Kimpatu. They had men over there negotiating, sir. 

Mr. CLEVENGER. Do vou think we have the right name on this? 
Should this not be proj et Squirrel instead of project Doz? 

Mr. Kimpauyi. It might be. I might say that these estimates are 
down very substantially from what they were before this go-round 

ith Mr. Dodge. We used the standard Bureau of the Pudget 


A 


actors here, which brought it down considerably That is the one 
figure Mr. Sevmour and i still have not been able to reconcile 

Mr. CLevencrmr. This note says that this project is located on a 
remote island where living conditions are primitive 

Mir. KimpBauu. Yes, sir. 

Mr. CLevencer. $5,000 an acre does not sound like conditions 

‘ primitive. 

Nir. KimpauL. | would certainly agree with you, sir, that that 
figure seems high 

[ might say in general, because I think this is important to the 
“committee, that in the past, Mr. Chairman, we have not carried the 
cost of housing and other necessary facilities for the personnel manning 
our remote bases in this appropriation. The Bureau of the Budget 
in the Dodge review of February made the determination that it 
should be carried in this appropriation, and they have reduced the 
i BO funds accordingly, saving it should come out of these funds. 

Then we went to the General Accounting Office and asked the 
Comptroller General for his opinion, and he came back and said that 
it would be all right, but noted that we were submitting this question 
specifically to the committee. So that in effect we have these par- 
ticular stations which are in remote areas, which are not like Munich, 
where one of the new projects is located. The island of Lemnos is 
just nothing. We would have to put on housing under the Bureau 
of the Budget basic minimum standards, and a few simple facilities 
under the Bureau of the Budget standards, to be able to attract 
the engineers to go and live on the island with their families. 


USE OF UNOBLIGATED BALANCES 


Mr. Witper. Mr. Chairman, | think we ought to add a couple of 
more words about the position of the Bureau of the Budget with 
respect to this whole construction program. 

You have indicated that the National Security Council had given 
its blessing to parts of the program. I think by inference, perhaps, 





er the impression that the Bureau of the Bud; 
pproval to this total program. I think we ought t 
make it ¥ ‘lear that that is not the case We still have to go bac 
to the Bureau of the Budget and get their official approval of thes 
individual 
One other point is this: Thi 


( 
1 
} 


s shows a balance of $17% million voing 
forward | 19 ‘he Senate acti , as you may recall, indicate: 
$50 million in new money, » of carry-over balances or un 
obligated bala: 

Mir. CLEVENGER. $50 million in new money? 

Mr. Witser. Under the “Salaries and expenses’’ appropriatior 

Mr. CLevencer. You are talking about the State Department 
bill? 

Mr. WitBer. Yes. 

Mr. Cievencer. All right 

Mr. Witser. Now, the use of unobligated balances for the pw 
poses of termination costs in salaries and expenses does imping‘ 
upon the carryover balances for construction money in this item. 

Mr. CLevencer. I know. 

Mr. Wiiser. We discussed that at length with the Bureau of th: 
Budget and they felt that a mdximum of $9.9 million for use of termina 
costs or other purposes in salaries and expenses would not impinge 
upon this construction program or other programs covered by un- 
obligated balances carried forward. 

Mr, CLevencer. Instead of the $15.6 million? 

Mr. Wiizper. Instead of the $15.6 million. However, the Bureau 
did feel that these items were of sufficient importance and were at a 
stage of consideration by the National Security Council and the 
Psychological Strategy Board that it should be presented to you 
and the major part of it preserved for this purpose. 

Mr. Cievencer. Would the pressure not be on the other end of 
the Capitol, rather than here? 

Mr. Wiiser. They were to be considered by both, I am sure. 

Mr. Cievencer. In any case, if the other body sees fit to stand 
pat, and they have a right to, the worst that could happen would be 
something additional. How much money would you have left 
$2, $3 million? 

Mr. Witser. Out of this sum? 

Mr. Cievencer. Of your carryover 

Mr. Witser. We have at the present time total estimated unobli- 
gated balances of some $22 million. 

Mr. CLEVENGER. You have enough to complete these things, have 
you not, even if the Senate took $15.6 million? 

Mr. Wixzer. It depends on the projects that you would conside1 
important enough to permit us to go ahead on, Mr. Chairman. 

Dr. Jonnson. I understood this money was allocated and not obli- 
gated, and that it would be a source of great embarrassment to our 
Government if this money were not available; is that not true? 

Mr. Kimpauu. The situation now is very clear. The money from 
these no-year funds is under the control of Mr. Dodge, who, at the 
time of taking office, froze these funds until cleared. If the National 
Security Council approves one of these projects finally, then he will 
release the money specifically for this project. What I was trying to 
present here, and what is presented in the budget, are those items 
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which are currently before the national level bodies that may be 
finally approved within the next 60 days or 90 days, plus the housing 
costs, which have nothing to do with that, which are just needed in 
order to operate these new bases, and which, by action of the Bureau 
of the Budget, confirmed by the General Accounting Office, were 
transferred to this appropriation, which we did not have before 

Mr. Witser. Except that there are certain details in these estimates 
that have not been formally presented for approval of this committee 
or the Senate committee, which would be required to give us the 
authority we would need, in addition to Mr. Dodge, to proceed. 
That is the purpose of presenting them here. 

Mr. Kimpatu. That is eutirely correct, because we not ouly have 
the language as sugee ‘sted by the ( ‘omptroller General, as I stated, 
so that there would be no other question but that the money 1) this 
appropriation could be used for the purpose of housing and could 
be used for project Pigeon, which we discussed awhile ago off the 
record, and so on. 

PROJECT JOHN 


Mr. CLEVENGER. Here is an item 


The Comptroller General has approved reimbursement of $600,000 to Foreign 


lildings Operations for this housing already constructed 


What is that project? 

Mr. Kimpauu. That is the project out in the Pacific. 

Mr. CLevenGeER. In the Pacific? 

Mr. Kimpauu. Yes, sir. We ourselves have not built any housing 
yet. 

Mr. CLEVENGER. I think I know the site of this one. We built 
it without a title to the land on which it was built, did we not? 

Mr. Kimpauu. Can you answer that, Mr. Seymour? Did we have 
title to the land? 

Mr. Cuievenacer. The title we have now is one which was ar- 
ranged under pressure with the Japanese Government, after the 
money was spent. 

Mr ve ymMour. I cannot answer that. 

Mr. EVENGER. This is a fantastic thing, as I have often said. 


PROJECT DOG 


Now | am going to ask another question: Do you have title 
this site? 

Dr. Jonnson. Lemnos? 

Mr. CLevencsr. Yes. Do you own it in fee simple, and have 
you gotten the rights from the Greek Government? 

Mr. Krmpaui. Leranos has been completely negotiated. We 
have not actually purchased the land, but it will be purchased. 


SALONIKA RELAY BASE 


Mr. Cievencer. Here is another one at Salonika. We spent 
a lot of money there. We built a big site. I have seen the photo- 
graphs. You had them up here when you were justifying it. It was 
one of those places which cost a lot more than shore told us, but that 
was the rule and not the exception. 
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Now we have a proposition for that one. How much more money 
are you requesting? 

Mr. Krmpatuu. That is for housing, sir. 

Mr. CLEVENGER. Yes 

Mr. Kimparu. The story at Salonika, as I understand it, is that 
we have some very hard to obtain American radio engineers and their 
families living in quonset huts. As you undoubtedly realize, it is 
difficult to find first-class radio engineers anyway and get them to go 
to some remote spot. The proposal here, sir, is to provide the kind 
of minimum housing to entice an American and his family to stay. 

Mr. Cirevencer. What does it cost per unit? 

Mr. Morton. $12 per square foot. the new Bureau of the Budget 
fieure 

Mr. CLEVENG! That means for 10,000 square feet, a house 
would cost $120. 000 

Mr. Witrer. $12.000 for 1,000 square feet 

Mr. CLEVENGER. 1,000 square feet is a small 

Ir. Kimpaut. Mr. Chairman, 28 units total 


at S12 per square foot 


The household appliances for the 28 units are $1,000 per unit 


The furniture and furnishings, 28 units at $3.000. The drawings, 
specifications, and supervision are 6 percent of the cost of buildings 
utilities, and improvements 

I might refer to page 144e, to which vou referred earlier, which 
cives the complete breakdown, which is based on the new Bureau of 
the Budget standards 

Mr. Winger. Which are in effect at the moment. 


HOUSING FACILITIES 


Mr. CLevencer. You have an item here on page 142 for housing 
facilities of $4,232,360. Is that a part of what we have been dis 
cussing? 

Mr. KimMBatu. , Sir. 

Mr. CLevencer. That is quite an amount of money. 

Mr. KimsBauu. Yes, sir. 

Mr. CLeveNGeER. You own the transmitter; do you not? 

Mr. Kimpauy. The $4,232,360 figure you mentioned includes hous- 
ing facilities for projects Dog, Cast, and John. That is the entire 
setup for the housing and related facilities, minimum, to put some 
American families there. 

RESERVE FUNDS 


Mr. CLevenGcer. Over in the last column you have an item ‘‘Avail- 
able in subsequent years’ with which is labeled a reserve of $4.5 
million. 

Mr. Kimpauu. Yes, sir; on that $4.5 million of the no-year funds, 
in the light of the possible need which was mentioned in connection 
with the Senate committee action we have no ‘immediate plans for 
fiscal year 1954 which we would propose to the committee for these 
funds. We therefore show them as in reserve. They are no-year 
funds. They would be available, plus any other money that might be 
available, for the purpose Mr. Wilber mentioned. 

Mr. CLevencer. Any questions? 
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Mr. Coon. No questions, Mr. Chairman. 
Mr. CLevencer. Mr. Preston? 


PROJECTS TO BE REVIEWED BY THE BUREAU OF THE BUDGET 


Mr. Pruston. Just in a package, now, I want to understand which 
yrojects are definitely approved and which. if we approve funds for 
them, will be completed and will not be in the category of being unde 
study by the Bureau of the Budget. 

Mr. Kimpauu. Project Pigeon, which I described earlier, has been 
approved by a national level agency. You will remember what that 
was. 

Mr. Preston. All right. 
Mr. Winger. Not the Bureau of the Budget, yet. That is just 
to be sure we are clear. 

Mr. CLevencmEr. Just the Planning Commission. 

Mr. Kimpauu. I think the committee has an understanding of the 
Bureau of the Budget position on these. We still have to vo back to 
the Bureau of the Budget and have them release the money specifically 
on each one of these projects. 

Mr. Preston. On each one of these projects? 

Mr. Kimpauu. On each project; yes, sir. 

Ir. Preston. Including Dog? 

Mr. Kimpauu. We have to go back, sir, and get them specifically 
to release the money. 

Mr. Preston. John? That is what I want to know, because I am 
in a little bit of a state of confusion about it. Maybe it would be 
shorter if you would tell me which projects are not under study by 
the budget. 

Mr. Kimpauy. Let me see if Mr. Wilber will agree to this state- 
ment. We both participated in the session with the Bureau of the 
sudget. We submitted this complete statement before you to the 
Bureau of the Budget. They went over it in detail. They were not 
ready at that time to say that the Bureau of the Budget approved 
each of these projects in the specific amount of money shown. 

Mr. Wivser. That is right. 

Mr. Kimpauu. They were willing to have us present this to you. 

Mr. Preston. You have gone into that previously. 

Mr. Kimpauu. Yes, sir. 

Mr. Preston. Now name the projects. 

Mr. Kimpauu. Therefore, even if this committee did nothing but to 
bless us, we still have to go back to the Bureau each time they re- 
lease any money. 

Mr. Preston. On every project? 

Mr. Kimpauyu. On every project. 

Mr. Preston. On your justifications? 

Mr. Kimpa.u. Yes, sir. However, that does not mean they have 
shown disfavor or disapproved them. We have to go back and get 
them to release the money for each project. 

Mr. Preston. For an appropriation? 

Mr. KimpBau. For apportionment purposes, sir. 

Mr. CLevencer. The money was programed. 

Mr. Krupa. That is right, sir. 
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Mr. Witeer. Even the money to complete Dog is still in reser 
at the Bureau of the Budget, and is under study, so you might say 
that none of these projects listed for 1954 have their final blessing t 
go right ahead and be completed at this time. 

Mr. Preston. Even those which are 50 percent completed? 

Mr. Kimpauu. Mr. Preston, I can boil it down this way: W 
specifically have to get the Bureau of the Budget approval on housing 
which is new in this appropriation, on Dog, which we have mentioned 
and on Pigeon. We have to go back and get that approval. Th 
others involve projects that are in being, and so forth. 

Dr. Jonnson. Cast and so forth. 

Mr. Kimpauu. Those are completed. 

\Mir. Preston. That is what 1 wanted to get straight. 

Mr. Kimpauu. Yes, sir 
\I PRESTO? knew some of them were completed lor instance 
(cast you have a little finishing off to do. 

Mir. Kimpatu. Those were not involved. Those projects nearly 


completed were not trozen 


Mr. Mo: .. Mr. Chairman, 
Mr. Preston’s question. John, 
f fact, Jade started testing the fifth week in 


eC 


perhaps I can clear up the answer to 
Jade, and Cast are just about ready 


be in operation 


of the Ring plan, are they 


> 4 ] } 
But you have abandoned that, vou say. 
7 ] E 
O 


JoHNSON. The whole Ring plan 
\T o ¥ 11 ° 
\ir. KaiMBALI We are jusi presenting hew aadaitions to those now 


er construction, Dit S this project Dog which we have covered 


Mr. Preston. How m ny would that mean you have taken out of 
the Ring plan 

Dr. Jonnson. The Ring plan meant to put down a signal in every 
part of the world. 

Mr. Preston. I remember that. 

Dr. Jounson. Yes 

Mr. Morron. I can perhaps answer that, Mr. Preston. There 
were originally 12 overseas plants and 6 domestic plants, for a total 
of 18. Only the 3, 2 in the Pacific and Cast in Munich, are involved. 
These are all the megawatt plants, Mr. Preston. Those are all of the 
original Ring plan concept that are nearing completion. 

Mr. Presron. How many does that leave out? 

Mr. Morton. Dog was another in it, and we know the status of 
that. 

Mr. Preston. How many more have been eliminated that were 
originally in it? 

Mr. Morron. All but those, sir. 

Mr. Preston. How many would that be? 

Mr. Morron. There were 6 domestic and 12 overseas, or 18. 
Three are nearing completion and the other is in the stage that we 
understand. That would leave 14 eliminated. 
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Mr. Preston. Fourteen? 
Mr. Morron. Yes, sir; so far as the suspension is concerned. 


rESTING OF MEGAWATT PLANT 


Mr. CLevencer. Would the gentleman tell me if the megawatt 

plant, full-size, has ever been successfully tested out. 
é Mr Morton. Mr. Chairman, | wanted to give that when you 
raised the question on the testing of the megawatt. Jade is testing. 
| heard very briefly over the telephone from New York this morning 
that the first reports were very good. I cannot give the committee 
more detail than that. 

Mr. CLtevencer. What does it do to other operations in the imme- 
diate vicinity when you operate the megawatt plant? 

Mr. Morron. When they say the reports were good, I should 
imagine that meant, sir, that it was not causing interference. But 
its power is evidently being manifested, according to this report 

Mr. Cievencer. Do you think they have the four units in tl 
full strength? 

Mr. Morro I do not know 

Mr. CLevencer. They are probably testing 250,000 or 500,000 

Mr. Morron. I do not know whether they put the full 1 n illic 
watts on, or whetber it was 500,000 

Mr. CLevencer. Can you answer that, Mr. Seymour? 

Mr. Seymour. We have had it under full power for about 10 da 
with very good results. 


Mr. CLEVENGER. 
Mr. Seymour. No. 
Mr. CLevenGcer. Are there any other questions before we finish tl e 


It does not disturb other reception? 


radio group? 
CURTAIN-TYPE ANTENNAS 


Mr. Preston.-I think we ought to clear up one thing which ha 
been put into controversy, and that is the question of the advisability 
of establishing curtain-type antenna. Mr. Morton, what is your view 
on that? 

Mr. Morron. My only answer to that Mr. Preston, is that teeh 
nicians find it difficult to agree, just as lawy rs and other professional] 
men do. ‘There are two types of radiators; the curtains versus the 
rhombics. Each has its virtues 

Mr. Preston. It cannot be said that it is unwise to establish a 

urtain-type antenna, if it has a purpose? 

Mr. Morron. No, sir; I certainly would not Say it. 

Mr. Presron. Which are the curtain type? 

Mir. Morton. Our curtain-type antenna, Mr. Preston, is the 

hat concentrates and reflects an intense outgoing signal. 

Mr. Preston. Yes, but which of the projects mentioned in the 
justifications are of the curtain-type? 

Mr. Morron. I would want to check that, sir | believe all th 
megawatts utilize both the curtain and rhombic arrays. The curtains 
are utilized for the megawatts, and the rhombics for the a ixiliary 
100-watt transmitters. 

Mr. Preston. Would Dog be a curtain-type or a rhombic-typ 
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Mr. Morron. I do not know, offhand. 

Mr. Preston. Does anybody here have the answer to that? 

Mr. Morron. I can find out the answer. I believe both types of 
antennas are used. 

Mr. Preston. How about project Pigeon? 

Mr. Seymour. We have to use both types of antennas at Dog, so 
that they will have the medium wave and they will have the short 
wave. It seems that the curtain antenna is much more adaptable to 
the shortwave than anything else. As a matter of fact, the two 
Bakers were going to have the curtain-type antenna, because of the 
shortwaves. Now, in the long wave, like we will have in Cast. they 
use a tower for that sort of thing. It varies with the kind of wave 
length they are going to use. 

Mr. Rooney. | am not sure than I understand this. Did I under- 
stand you to say you were going to use curtain-type antennas with 
the Bakers? 

Mr. Sreymour. They were to be used; yes, sir. 

Mr. Rooney. Not that they were to be used; I understood you to 
sav vou were coing to use them. 

Mr. Morton. Both types of antennas, sir. 

Mr. Roonry. With the Bakers? 

Mr. Morron. Yes, sir. 

Mr. ROoon! Y \\ hen did you decide to revive the Bakers? 

Mr. Kimpauu. He was talking of the past, sir. 

Mr. Rooney. We are talking of the present. Did I misunderstand 
you? 

' Mr. Seymour. I merely mentioned 

Mr. Rooney. Wait a minute. You said you were going to use 
curtain-type antennas in connection with the Bakers. That is what I 
understood you to say 

Mr. Seymour. I said we might. 

Mr. Roonny. Was I incorrect? Did I misunderstand you? 

Mr. Preston. In the past. 

Mr. Seymour. I think not. I said we were. I meant in the past. 
If we had built the Bakers we were going to use one because of the 
shortwave. 

Mr. Rooney. Where are you building the curtain-type antennas 
now, at this moment? 

Mr. Seymour. Six domestic plants, finishing up the projects of the 
curtain-type antennas. Those are Bethany, Dixon, Delano, Bound- 
brook, Brentwood, and Wayne. 

Mr. Rooney. Are those not yet finished? 

Mr. Seymour. Just about. 

Mr. Rooney. Is Boundbrook not finished yet? 

Mr. Srymour. All but testing. 

Mr. Roonry. When was that finished? 

Mr. Seymour. When will it be? 

Mr. Rooney. When will it be finished? 

Mr. Seymour. I think within the next 60 days it will be tested. 

Mr. Rooney. How much money is in this budget, if any, for 
curtain-type antennas? 

Mr. Seymour. Not any. 

Mr. Rooney. None at all? 





Mr. Seymour. None at all, unless they are using them in some of 
the new projects. 

Mr. Rooney. How much have you obligated for the curtain-type 
antenna? 

Mr. Seymour. At the present time I think all this project here for 
the curtain antenna has been obligated. 

Mr. Rooney. When you say “this project here,’ what do you 
mean? 

Mr. Seymour. These I have mentioned; these six sites | mentioned 
were under a separate project. 

Mr. Rooney. How much is that? 

Mr. Seymour. The first appropriation was $4,188,298, and it was 
increased by $835,000. 

Mr. Rooney. Was that all spent for curtain antennas or obligated? 

Mr. Seymour. Yes, sir. 

Mr. Roonry. What else, if anything, has curtain-type antennae? 

Mr. SrymMour. Nothing else 

Mr. Kimpauu. There is item No. 4 on page 142, ‘Curtain antenna 
arrays.” 

Mr. Roonry. That is what I am looking at. $5,013,298 is cumu- 
lative obligations to June 30, 1954. 

Mr. Kimpauu. Nothing is being asked in this budget. 

Mr. Seymour. We estimate the same amount. 

Mr. Roonry. Let us pinpoint this thing. Do you have any money 
at the present time unobligated which has heretofore been appro- 
priated for curtain antennae arrays? 

Mr. Srymour. The last report I saw, we had only a few thousand 
dollars. 

Mr. Rooney. Approximately how much—$2,000 or $3,000? 

Mr. Srymour. We do not know exactly what the last obligations 
would be. 

Mr. Rooney. Have you folks obligated any money for curtain 
antennae arrays since you took over? 

Mr. Seymour. Yes; we have. 

Mr. Roongy. How much? 

Mr. Seymour. I think around $100,000 to complete a project that 
is already in process. 

Mr. Roonry. Do I understand correctly that all the rest of the 
money was theretofore obligated when you took over, with the excep- 
tion of $100,000? 

Mr. Seymour. Right. 

Mr. Rooney. And you have spent that to effect a completion? 

Mr. Srymour. To clean up and add some here and there to it. 


Orricre oF Fietp PROGRAMS 


Mr. CLevencer. Before we start, there is one question I would like 
to ask on the Office of Field Programs. 

In the item of $619,300, there is a travel item of $3,684 for 68 
domestic trips to attend TV board meetings. What does TV stand 
for; is that television? 

Mr. Kimpa.t. I believe that is television, and the 68 trips include 
not only the 2 conferences with broadcasting services officers but 
consulting with college officials on program matters. So that there is 
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the TV board on TV policy which they attend, and this is part of their 
function in the development of television. 

Mr. CLeveNGER. Can you tell us who constitutes the TV board? 

Mr. Rooney. Whose board is it? 

Mr. Kimpauu. May I get that information? 

Mr. Hamitron. I could tell you who are represented on it—the 
Motion Picture Division, the Broadcasting Division, the Office of 
Field Programs, and the Office of Policies and Plans. They meet 
together. 

Mr. Kimpauu. It is an ILA board. 

Mr. Rooney. And this travel item is to get these folks, all of whom 
separately have travel, together to discuss television; is that correct? 

Mr. Hamitron. This is travel for all of the O1Gce of Field Programs 

Mr. Rooney. It is not travel for all of the Office of Field Programs 
because there is $25,512 for 14 foreign trips. 


Mr. Haminron, I beg vour pardon. It is all the domestic travel. 
PRESS SERVICE 
Mr. CLevencer. Next we will take up the item for the press servic 


BACKGROUND OF JOHN N. HUTCHISON 


JOHNSON. y I present Mr. Hutchison. This young gentle 
the University of Arkansas, 1937 He is another 
elevated to actine Assistant Administrator. H« 
reporter, Cincinnati Post, 1937-38; reporter, assistant cits 
Memphis Commercial Appeal, 1938-41; Army, 1941-46; r 
San Francisco News, 1946-47; public relations, National Cot 
ton Council, 1947, on leave from San Francisco News, 1947-48 
1 puty Director of Labor Information, Office of United States Special 
Representative in Europe (ECA, MSA), 1948-52; Deputy Directo 
of Information, Office of United States Special Representative in 
Kurope (MSA), 1952; transferred to State Department, July 15 
1952, as Acting Chief, European Branch, IPS; Acting Director of 
IPS, May 1, 1953 
I would just like to say that the head of this division, the Press and 
Publications Service, resigned a few months ago, and then later on the 
deputy resigned, and I took an awfully good look at this staff and | 
discovered a particularly able young man who had only been in 
how long? 
Mr. Hurcnutson. Seven weeks on this job. 
Dr. Jounson. And he has done a perfectly beautiful job. I am 


of him, and we are all very much encouraged with the 
l hI] ‘ 


he has made and the economies he has already been able to 


ynd tl eC efh lehcy ol the operation under his le adersl ip. 
‘LEVENGER. The request is for $6.6 million. 
rcHison. This is my first appearance before this committee 


nmittes Would you care to have some biographical 


f think Dr. Johnson gave that just before you 
The International P 


ress Service, [ suppose, might 
a combined news and feature service, publishing 
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house and picture agency, which devotes its entire energies to 
furthering the foreign policies of the United States. 

As a news and feature service, we send out a daily flow of about 
135,000 words by radio and by mail and about 5,500 pictures, photo- 
graphs, cartoons, and so forth. 

Dr. Jounson. They go to newspapers throughout the world. 

Mr Hr rCHISON. Yes, sir They vo to our field posts for dis- 
tribution. 

Ve service 29 magazines and 19 newspapers in 28 languages and 
produced the raw materials for 77,882,000 pamphlets and posters in 
the fiseal year 1953, the year we are in now. 

In many areas of the world, the printed word or picture is the most 
economical and effective means of reaching key groups. Printed 
materials have a lasting impact. They can be read and reread; they 
can be passed from one reader to another; they can be multiplied 
reprinted a million fold by native publications; and their content can 
be broadeast by radio to millions 

We estimate that about 10,000 newspapers throughout the world 
use our materials. We publish small periodicals of our own and 
distribute pamphlets on important subjects. 

The headquarters in Washington furnishes raw material, not the 
finished product. The finished product is produced in the field i 
accordance with field needs. We do not consider our daily Wireless 
‘ile, which is what we call our radio news, as an end product. F: 

daily collection of background and source material which 

‘ provides, the field officers decide what would be useful, and . 
are the ones who put it into final shape for distributior he new 
papers concerned. Even with this simplified process, it takes more 
than clerks armed with paste pot and scissors to put together the 
raw material the field requires. We have to have skilled writers, 
editors, and photographers who are specialists in the areas of the 
world with which they are concerned. 

A few weeks ago when I took this present job, 1 made a survey to 
determine the qualifications of the persons who hold the 21 key 
positions in the International Press Service. I discovered those 
people have an average of 16 vears’ experience which is primaril 
related to their present jobs. Ten of those years, on the average, 
were spent in private enterprise—with press associations, magazines, 
newspapers, or publishing houses. ‘Those 21 people have an average 
of 4 years’ experience abroad and 4 years in Government in the sort 
of jobs they are doing now. 

Our program content is governed by two factors: (1) The needs of 
public-affairs officers in the field posts to hold and affect | Uy 
audiences in accordance with United States foreign policy objectives 
and (2) our resources to meet their needs. We have to arrive at a 
medium between those two. 

We try to provide operators in the field only with raw materials to 
meet their needs, with a specialized flavor for particular regions o1 
countries. This is demonstrated in several major IPS procedures 
which we hope to refine and extend in fiscal 1954. In 1952, there were 
regional service centers set up in London and Manila which began t 
produce materials ior the fhe ld, and in 1953 two more regio! al centers 


were set up in Paris and Beirut. We have three people in Parts 
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The Manila and Beirut operations are actually printing plants. 
The London operation has no physical equipment. It is a contract 
operation where a handful of our people make contracts with com- 
merical printers in various countries of Europe to do the same thing 
we do with a physical plant. 


REORGANIZATION OF PRESS SERVICE 


At the beginning of fiscal 1953, the Press Service was reorganized 
in Washington to change what we might call its shotgun character to 
that of a rifle. Its former practice, in a somewhat overs mplified 
definition, was to provide raw materials for all parts of the world, and 
we substituted for that a regionalized service which now turns out 
products which are ts —— to five geographical regions and, insofar as 
our resources pe rmit, are tailored to individual countries. 

In the meantime, we abandoned the printing of publications in 
final form here in the United States for distribution. The present 

tion officers in the field to produce their own 

publications and to provide them with sample publications (which 
we cal ul pilot models) which go out in small numbers and which the 
posts may then alter to fit their own uses and may order what they 
think is an efficient quantity for use in their countries. Some IPS 
products, however, would spoil while the field tasted a sample or while 
we sent a sample to the field. That would be our news coverage, for 
xample. And those products we have to tailor ourselves to fit the 

‘eld needs. We tailor them on the basis of our experience with 
fi ‘Id needs and the criticisms pro and con which we get from the field 
posts So our whole conce pt is to vive the operator in the field what 
he needs, not what we in Washington think he should have. We are 
a long way from perfection, but the perfecting process will continue 
in fiscal 1954. 


practice is to assist informa 


POLICIES IN 1954 


I would like to mention the points which will affect the trend in 1954 
1) IPS will concentrate on priority products and eliminate those of 
low priority. (2) It a concentrate on priority countries and spend 
no energy on those of low priority. | The new regi mal service 
center produc ed its Ret product last Javits ary and has not reached 
full capacity now. (4) The regional branches operating in Washing- 
ton are staffed by experts on countries which they are to serve. With 
the impetus of the sharper focused programing here in Washington, 
we will be able to improve the quality and selectivity of our prooucts. 
(5) The press efforts now exerted by IIA regional servicing operations 
in London and Paris will be combined for more effective servicing 
of field posts. (6) IPS will avoid diversity of themes, concentrating 
its efforts to hammer home by repetitive techniques those aspects of 
American life, United States foreign policy, and anticommunism which 
field judgment has shown to be most effective. 
We try to make all of our products answer affirmatively at least 
of 4 questions, and we have actually printed these questions on a 
card and given them to every person in our erganization. These 
four questions are: 
Will it help strengthen the unity of the nations of the free world? 
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Will it spread confidence in the United States as a strong and 
enlighte ned power with which other free nations will freely cooperate 
in their own interest? 

3. Will it stimulate on the widest possible popular basis support 
for the building of great strength in the free world as the sole guarantee 
of the preservation of freedom and peace? 

4. Will it help develop resistance to communistic tyranny and 
imperialism and help deter the Communists from further acts which 
will destroy peace and freedom? 

We think anything we put out should answer at least one of those 
questions. This trend which IPS is continuing—what we might call 
decentralization—has had enthusiastic approval from the field. We 
have had such comments as “IPS improved 1,000 percent.”?> We put 
a high estimate on this sort of comment, because this comes from men 
in the field who are dealing with tough problems, and they have to 
meet the audiences on the home ground. 

in the coming year we plan to turn out fewer but better products 
more closely aimed at specific target groups and built around fewer 
and repetitive themes. 

In our regional service centers at Manila and Beirut, we will produce 
proportionately 13 percent more pieces of printed materials than they 
did last year. In other words, our production is moving into the field, 
away from Washington, even though the worldwide total ¢ of printed 
materials will be fewer by 18 million copies. 

These improvements which IPS has made and intends to expand 
have been done with 23 percent less personnel than the organization 
had when it began fiscal year 1953. In the present fiscal year, IPS 
lost 107 of those positions. This budget we are discussing today calls 
for a reduction of 36 more. At the same time that this was going on, 
IPS was extending its servicing into the field, not by adding personnel 
or adding funds but by taking personnel from Washington, without 
replacing them, and sending them to the field. 

This is a continuing trend, and we are proud to have been engaged 
in a concept which fits Dr. Johnson’s program for the future. 


FOREIGN PRINTING 


Dr. Jounson. I think we might add one thing that you gentlemen 
would be interested in. That is it has proved to be much more 
economical to print in some of these foreign places. I cannot give 
the figures in money, but I know in the Philippines, on their local wage, 
they told me they were producing at about 40 percent of the cost here. 

Do you have those figures? 

Mr. Hurcuison. I have some figures here. These are comparatiy e 
costs based on 100,000 copies of a publication of i6 pages in black 
and white, illustrated, with a 2-color cover, and 7 by 10 inches, in a 
foreign language edition. These are comparative figures at Manila, 
Beirut, and the United States. 

In London, 3.4 cents for this particular publication; in Manila, 
2.67 cents; in Beirut, 3.66 cents; and in the United States, 4.27 cents. 
In other words, in Manila we produce at approximately one-half the 
cost of printing that same publication in the United States. In 
London we produce at about one-fourth less. 
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Dr. Jounson. I think it is true that those people in Manila are 
mostly locals at low wages that work in the printing plant. 

Mr. Hurcutson. Oh, yes. We can empley local employees for less 

Dr. Jonnson. And the majority of those are local people in the 
printing plant. 

\ir. Hurcuison. Yes. We have 100 so-called local employees 
abroad and 27 Americans. If course, we do not have to pay for 
shipping the effects, the families, and so forth for the local employees. 


REPORTERS 


Mr. CLevencER. How many reporters do you have on the payroll, 
domestic and foreign? 

Mr. Hurcnutson. I do not have the figure for actual reporters. | 
can give you the figure for the number of people we have on each 
product. In other words, I can give you how many people work on 
our wireless file, how many people work on features. Most of those 
people are writers, but whether they meet your definition of reporters 
lam notsure. They are people actively engaged in writing. 

Mr. CLevencsr. In the preparation of these things? 

Mr. Hurcuison. Yes, sir. On the wireless file, we have 43 people 
on the editorial side, on the writing side; we have 4 people on the 
operations side. They are concerned with the transmission of that 
material—the ph, vsical transmission. 

In features, which are largely feature stories sent by air, we have 18 
people writing, 44 people who are concerned = the physical 
prepare ition of the material—mimeoer: rages mailing, and so forth. 

Mr. Ctevencer. Is that domestic or fore ign? 

Mr. Hurcuison. This is ommaatie. Our foreign personnel are in 
the printing business abroad. They do some writing. 

Dr. Jounson. | would like to say I addressed the employees in that 
group the other day and, as I think Mr. Preston asked me the other 
day for my impression of the group, I was tremendously impressed 
I used to address groups of people on Time, Inc., and they looked 
alert and keen and on their toes, and they were a very impressive 


group of people 


DEVELOPMENT AND PRODUCTION SERVICES 


Mr. CLevencer. We will insert at this point the table at the top 
of page 51. 
(The matter above referred to is as follows:) 





Mr. CLEVENGER. Do those people duplicate work of the regulat 


ommercial newspaper reporters? 
Mir. Hurcuison. No, sir. 


FREE-LANCE WRITERS 


Mr. Ctevencer. Will vou furnish the committee—not necessarily 
or the record—a list of those part-time writers and cartoonists and 
people you have on the payroll, and who they are? 

Mr. Hurcmison. You are referring to what we call free-lancers? 

Mr. CLtevencer. That is right—indicate who they are and wh: 
vou pay them. 

And I think it might be of interest if you s ipplied a list of the 
non-Government publications to which part of this money goes. 
Kor instance, are you still delivering some papers by airmail to 
selected posts out of vour budget? 

Mr. Hurcuison. We do deliver some newspapers to the post 
abroad. | am sorry | cannot answer whether we pay for that or 
whether it comes out of the ICS budget. 

Mr. Kimpauu. Mr. Byrnes says it is ICS. 

Mr. Bow. What is ICS? 

Mr. Kimpauu. That is the Information Center Service. 

Mr. Hurcnuison. We ask them to buy them, and we send them to 
the posts abroad. There are very few. 

Mr. CLEvENGER. You do have a staff employed part time as car- 
toonists, and so forth. That is what I would like to have—not for 
the record but for the information of the committee. 

Mr. Hurcuison. I have that information. 

Dr. Jounson. Do you have a large turnover among that group of 
free-lancers? 

Mr. Hurcuison. Yes, sir. We try to spread our free-lancers as 
much as possible. We try to get widely representative free-lancers 
from different parts of the country, for example, and try to keep adding 
constantly to our list of people available to contract. 
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AIRMAIL SERVICE 


Mr. Ctevencer. We have some reports of abuse of this airmail 
cre ut tion. 
Here is a sample of one At Rangoon, copies of the Paris edition 
of the New York Herald Tribune are received daily in packs of 10 
by airmail from London for free local distribution under the IPS 
The most of those packets are 10 shillings or $1.40 at current rates 
about three times the cost of the newspapers themselves. This 
costs the American taxpayer 20 cents to deliver this copy into th 
hands of the reader in Burma 

Dr. Jonnson. That goes to reading centers; is that right? 

Mr. Hurcutson. That is not a service we provide. 

\Mir. CLevencER. $1.90 a day for 10 copies mailed to Rangoon 
makes about $598 a year. 

Dr. Jounson. Who provides that service? 

\ir. Huremson. I do not know. I know MSA has provided 
newspaper service in Europe. Whether that would answer your 
question I do not know. It is not our service. 

Mr. Ctevencer. You are positive that does not come out of your 
appropriation? 

Mr. Kimpaui. That comes out of the Information Centers Servic 
allocation. 

Mr. CLtevencer. It is part of this appropriation, then? 

Ir. Kimpauy. That is part of the total appropriation, but not 

Mr. Hutchison’s. Mr. Humphrey will present that later. 


> 


SERVICE RENDERED BY PRESS SERVICE 


Mr. Covuprerr. Does IPS report to the news services? 

Mr. Hurcntson. We are an information service. We do pro- 
vide a certain amount of news 

Mr. Couprerr. Either you are a news service or purport to be a 
news service. You say you supply information to 10,000 newspapers 

Mr. Kimpaty. The AP and the UP, for instance, have clients all 
over the world, many of whom we serve. Their stories they sell to 
their clients are about things that have nothing to do with por- 
traving American life 

Mr. Coupertr. You mean you do not sell them spot news? 

Mr. Kimeauy. We furnish them carefully selected news that we 
feel will promote the furtherance of our program, 

Is not that right? 

Mr. Hurcntson. Yes. 

Mr. Covuprert. You say you provide about 135,000 words a day 
which is a lot of words. Does not that include spot news, events 
that have oecurred in Washington, New York, London, or any- 
where else? 

Mr. Hurcntson. Very little. If you are relating it to commercial 
news, we supply full texts. Let us say the President-makes a speech 
We supply the full text which the commercial editors abroad or most 
newspapers cannot afford; we service them with the official texts of 
statements, speeches, and special commentaries that try to present the 
American position and a great deal of supplementary information. 

Mr. Covuprerr. Are you primarily an editorial service; do you pro- 
vide a great deal of editorial service to them? 
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Mr. Hutcutson. We do in a sense. We provide a great many of 
+} 


nose, 

Dr. Jounson. What percentage of the total—5 percent? 

Mr. Hur HISON. What we call commentaries or back rround ma 
e: 


terial in our wireless file which, if it appeared in an American news 
paper, would be ealled editorials or columns, would probably encom- 
pass about one-sixth of a day’s output The rest might be official 
texts of speer hes or micht be news stories or micht be sm ll feat 


l 


SIZE OF STAFF 


Mr. Couprertr. How would your staff at home and abroad compar 
with the personnel of AP, for instance? 

Mr. Hurcnison. I do not know what their staff amounts to, but 
ours must be infinitesimally smaller. 

Mr. Couprert. What is your total personnel? 

Mr. Hurcutson. In all IPS, 489, but only a portion of those are 


concerned with the subject you are discussing. 


PHOTOGRAPHERS 


Mr. Bow. Mr. Hutchison, do you have photographers in New 
York? 

Mr. Hurcutson. We have had photographers in New York, but we 
have closed our New York operation. 

Mr. Bow. When was that done? 

Mr. Hurcuison. Approximately a month ago. I am not sure of 
the date. 

Mr. Bow. Last year you did have photographers in New York? 

Mr. Hurcuison. Up until recently; ves, sir. We will probably 
continue from time to time to detail photographers to cover things in 
New York. 

Mr. Bow. I was rather interested to know why it was necessary to 
send a photographer to New York from Washington to get a picture 
story of Conchita Gaston, Filipino soprano, when you have photog 
raphers in New York. But that, I presume, was before your time. 

Mr. Hurcuison. I presume so. 1 can get the information for you. 


PRESS ADVISORY COMMITTEER 


Mr. Bow. What is the Press Advisory Committee? 

Mr. Hurecutson. The Press Advisory Committee is a group of 
private individuals in the commercial field who are in the magazine 
business, the newspaper business, and advise IPS om its policies and 
programs—people like Mr. Hibbs of the Saturday Evening Post, 
Mr. Repplier of the Advertising Council, and other gentlemen of that 
caliber, 

Mr. Bow. Does that committee usually meet in New York? 

Mr. Hurcuison. I suppose it does, but I have not had any contact 
with that committee. 1] am too new in the job. 

Mr. Bow. Who in your department attend that meeting? 

Mr. Hurcuison. I believe it has been customary for the Director 
and some of bis people to attend. 

Mr. Bow. Who is the present Director—you? 
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Mr. Hurcurson. I am, sir. 

Mr. Bow. Who was vour predecessor? 

Mr. Hurcutson. Mr. Charles Miller was my immediate predeces- 
sor, and before him, Mr. Charles Arnot. 

Mr. Bow. You had secretaries, I assume, in New York when th: 
office was open there. 

Ir. Hurcuison. One, I am told. 

Mr. Bow. Do you feel it was necessary at that time—I am really 
talking about past history now, but I think it is important to this 
operation—to send a secretary from Washington to New York to 
take minutes of the meeting of the Press Advisory Committee? 

Mr. Hurcuison. I would guess—in that particular instance it was 
necessary, because the si cretary in New York would have been con 
cerned with the operation of the foreign journalists’ office there and 
their activities, and | presume they needed someone full time to take 
the minutes. 


DISTRIBUTION OF STAFI 


Mr. Bow. What staff do you have in New York now? 

Mr. Hureutson. By July 1 we will have none in New York. We 
have 10 persons still there, but I think all of them are under notice. 
In other words, they won’t be there after July 1. 

\ir. Bow. You are closing the New York operation’ 

Mr. Hue Yes, sir 

Mr. Bow. Then | won’t concern myself any further with that 


in Kurope; who do you have over there? 
we have three people who work in SRE 
i l re ntly has bee! 

Ze . 
+ Americans 


Vv photograph 
ive a photographer in Paris. He is actually 


, photographic chief over there for that entire 


i have people there wh nduct interviews? 
We have one man 
Bow. In all of Europe? 
Hurcuison. Yes, si He is a writer 
Ir. Bow. What do your people do who are in Europe? 

Mr. Hurcuison. We have 1 man who is a writer; we have 1 man 
who is a photo editor and photographer; we have 1 man in a lesser 
executive capacity concerned with all IPS problems, the interchange 
of editorial files there, the interchange of publications, and who is, 
in a sense, our general IPS representative. 

Mr. Bow. Will it be necessary in the future, whenever you have 
pohtographs to be taken in Europe, or to interview people there, to 
send someone from Washington to do that particular job? 

Mr. Hurcuison. I do not mean to say we would send a photographer 
over there particularly for one job. He is a man who is stationed 
over there. 





695 


Mr. Bow. With that personnel, if you are going to have a story from 
Europe, are you going to have someone sent from here, or are they 
idequately staffed to handle it? 

Mr. Hurcnuison. I believe, if we could assume the service now avail 
able to us from SRE is to continue, we will not need any 

Mr. Bow. I notice you have in the past been sending people from 
Washineton all over the world Lo interrogate people, file stories and 
photographs Do you think that is croiIng to have to continue? 

Mr. Hurcutson. I think we may from time to time have to send 
writers when events of major importance occur. Let us say the United 
Nations should hold another meeting in Europe. We might not b 

le to have adequate coverage of that to operate from the Paris 


PERSONNEL COVERING U. N. MEETINGS 


Mr. Bow. Do you have adequate personnel in this country to 
handle a United Nations meeting that might be held here in the 
United States? 

Mr. Hurcnuison. Yes, sir; we have had. We send a team to the 
United Nations when the General Assemblv has a meeting. 

Mr. Bow. I notice last vear they brought someone from Bonn 
Germany, over here to the United Nations to cover the General 
Assembly meeting. 

Mr. Hurcuison. I do not know the circumstances, but I guess 
he came from Die Neue Zeitung, a paper that has been financed by us 

Mr. Bow. A man named Creston B. Mullins came from Bonn, 
Germany, to Washington to cover the United Nations General 
Assembly, and they also had several representatives from Washington 
to cover the United Nations General Assembly. 

Mr. Hurenison. This man, Mr. Mullins, did not at that time 
come under our appropriation, and it was not an IPS function that 
he came to America to cover. 

Mr. Bow. It is listed here under the Press Service 

Mr. Kimpauu. I think under the reorganization, if it goes through 
there will be better coordination of that type of activity than there 
has been in the past. 

Mr. Bow. The thing [ could not understand was why you have a 
number of people zo up from the Press Section to the United Nations 
General Assembly in New York and also send a number of peopl 
from Washington to cover the same thing and why they could not 
file the stories. 

Mr. Hurcnison. You are asking why we sent them both from Nevw 
York and Washington? 

Mr. Bow. No; from Washington and Bonn, Germany. Could 
not the people from Washington file stories for Bonn, Germany, 
rather than to bring people from Bonn? 

Mr. Hurcnison. I think they could have, but I do not know the 
special considerations which obtained. 

Mr. Wiiser. You asked about the number of men or the number of 
persons who are members of the Press Service. I am sure you are 
aware that in the regular overseas mission operation there are press 
representatives who are not administered by this particular group. 

Mr. Bow. And they would be listed here under the Press Service? 

Mr. Wiizser. No; they would not. 





Mr. Bow. This is travel we were given, and one branch of it is th: 
Press Service. Are there people in that who are not under your 
jurisdiction? 

Mr. Hurcuison. I do not understand why Mr. Mullins would b: 
listed at that time, but he works for us now. Our only personne! 
abroad are those in the four points I mentioned. 

Mr. Bow. I won’t belabor the question of travel any further, but 
[ certainly had the impression from what I have been told that this 
was the custom thus far, and I am going into it later on in this hearing 


INFLUENCE ON LOCAL NEWSPAPERS AND MAGAZINES 


page 47, under “Priority audiences,”’ particularly of loca] news- 
papers and magazines, you refer to influencing those magazines 
Take France, for example. What local newspapers and magazines 
have been influenced in France with your program? 

Mr. Hurcuison. I could not give you a list of the newspapers at 
this moment, but I am sure we could supply that information. 

Mr. Bow. I do not want a list of the newspapers; I would like to 
have the justification of this program of influencing newspapers and 
magazines. That is a very broad statement. I think this com- 
mittee is entitled to the information as to what newspapers and 
m wazines have been influe need in Francs ; Italy, and other places. 

Dr. Jounson. | think we can get that from the Public Affairs Office. 

Mr. Hurcuison, I think I can supply you with some samples 
not from France, but I can supply you with some right now. 

Let us take Syria for example. Syria is highly important, because 
almost every oil pipeline out of the Middle East actually runs through 
it physically. The only two news services in Syria are the USIS, 
which is our service, and Tass, the Russian news agency. There are 
no other services except the minor services of the Agence France 
Press, which is a semiofficial French agency serving political news. 
Before USIS began this news service in its full-fledged operation in 
1951, the Russians were placing about 10 times as much material 
in the Syrian press, measured by column inches, as the United States 
was placing in the Syrian press. In the 2 years since, USIS has now 
completely reversed that ratio, and now by measuring column inches 
we have 10 times as much of our material in the Syrian newspapers 
as the Russians do. 

Mr. Bow. That is Syria? 

Mr. Hurcnuison. Yes, si 

Mr. Bow. But you are not able to give us those figures on France 
and Italy? 

Mr. Hurcuison. I can give you some information about Italy. 
I do not believe it is in exactly the form you are asking for it, but here 
isa sample. Perhaps the most outstanding event from our viewpoint 
in the Italian press was the last presidential campaign both in the elec- 
tions and in the subsequent transition between administrations. 
Heavy coverage was given to those events by the commercial news 
services. More than 170 news stories from our wireless file appeared 
in the Italian press that we know of—in other words, they were actu- 
ally identified—and their total length was 4,000 inches. 

Mr. Bow. What was the total of American stories that appeared 
in addition to your campaign stories? 
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Mr. Hurcuison. I do not have the figures for the agencies. 

Mr. Bow. And the total stories other than campaign stories may 
have been a very small percentage? 

Mr. Hurcuison. You mean. our total stories aside from the cam- 
paign? 

Mr. Bow. Yes. 

Mr. Hurcuison. I only have the figure on the specific campaign 


stories. 
RECEIPTS FROM MAGAZINES AND NEWSPAPERS PRODUCED IN THE FIELD 


Mr. Bow. Now, as to the magazines and newspapers referred to 
on page 51, costing $1,121,650, are any of those sold, or are they all 
handouts? 

Mr. Hurcuison. Some are sold. 

Mr. Bow. To what extent are they sold? 

Mr. Hurcuison. It varies from country to country. I do not have 
the exact information. We have a publication in Finland which is 
sold. Copies which are not sold are distributed to groups we think 
we should reach. The sale of this particular magazine does not pay 

e total cost of the magazine, but it is a substantial income. 

In Hong Kong a publication which is serviced by us and distributed 
by USIS is the most popular magazine sold in that city. It is sold 
on the newsstands. 

Mr. Bow. They sold them? 

Mr. Hurcnison. Yes. 

Mr. Bow. They are not all given away? 

Mr. Hurcuison. There are other parts of the world where we sell 
i portion of the publications. 


DISTRIBUTION OF MATERIAL BEHIND IRON CURTAIN 


Mr. Bow. May I ask you what success you have had in the dis- 
tribution of the pamphlets and magazines behind the lron Curtain? 

Mr. Hurcutson. We have had very little. We are denied the 
privilege of distributing behind the Lron Curtain 
Mr. Bow. That is exactly the point | wanted to make; you are 
denied the right to circulate. 

Mr. Hurentson. Yes. 

Dr. Jonnson. Radio is our only means of circulation. 

Mr. Bow. But the countries behind the Iron Curtain are publishing 
their propaganda, shipping it to this country, where it is being mailed 
and delivered into the schools for the schoolchildren and other people 
to read. Is that correct? 

Mr. Hurenison. | think so 

Mr. Bow. A number of their publications have been distributed 
throughout the United States, and I am particularly concerned with 
the fact that they go into the libraries of the schools all over the 
country. 

Mr. Hamitron. May I say something about that off the record? 

Mr. Bow. Certainly. 

(Discussion off the record.) 
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DISCONTINUANCE OF WIRELESS FILE 


Mr. Bow. You have discontinued the Wireless File and other com- 
munications services to Mexico and some of the South American 
countries? 

Mr. Hurcutson. Yes; we are discontinuing radioteletype. 

Mr. Bow. If vou have done it with respect to Mexico and South 
American countries, could it not be done with the other countries as 
well, where you have wireless service and other communication 
service, the 1e as you have for Mexico and South America? 

Mr. Hurcntson. Mr. Congressman, the Wireless File we send out 
serves a different purpose than that of the commercial agency. For 
one thin th commer ial agencies cannot afford the sort of servic 
that we try to provide They cannot afford the full text, they cannot 
afford to have the full explanation of what has happened, that is 
wireless service, explaining what has happened in the United Stat 
In fact, the Wireless File serves our objective in a way that they ar 
not entirely interested in, and that is, putting our own interest for 
ward. They are not so much interested in the arguments on foreign 
policies abroad 

Mr. Bow. But vou have done it with respect to South America and 
Mexico and others. 

Mir. Hurcutson. We have done it with some countries, because our 
budget could not support that much expense. 

{nd may I imterpolate, also, that there are literally thousands of 
newspapers in the world who have no wire service whatsoever; and to 
many, many newspapers, we are the only news service they get. 

\ir. Bow. That is all, Mr. Chairman 


SUBSIDIZING OF FOREIGN PRESS 


Mr. Couprrtr. Does ILA directly or indirectly subsidize any news- 
paper or publication in any country, other than the ones you operate? 

Mr. Hurcurson.- That is a question I would not be competent to 
answer 

Mr. Kimpatv. ILA, at the present time, insofar as the Neue Zeitung, 
which is under the jurisdiction of ILA, and is a German newspaper 

\ir. CoupErT (interposing). That is ours. 

Mr. Kirmpauu. Yes. 

lr. Couprerr. That is not what I am talking about. Does this 
agency use funds available to it to subsidize directly or indirectly any 
foreign-owned newspaper? 

Dr. Jounson. No. 

Mir. Kimpartyt. No. There was a fund in Germany that was set up 
by Mr. McCloy, that was called the German press fund, I believe 
is what it was called; it wes a local counterpart fund, and the purpose 
was to enable some people to get started. 

Dr. Jonnson. That was on a loan basis. 

Mr. Kimpaui. That was on a loan basis, yes, and the loans are 
repaid, [ understand, with interest. 

Mr. Dulles recently, in a reply to a question from the Senate investi- 
gating committee, stated the matter was now being studied to deter- 
mine whether it was now at the point where they could close out the 
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financing of that item, and I think the answer to your particular 
question is that it is the only one. 

Mr. Couprrr. There is no other money carried in this budget that 
can be used to subsidize a foreign press in any country? 

Dr. Jounson. I know of none. 

Mr. Hamitron. Mr. Chairman, may I make just one comment 
about the wireless service; simply to add that our Wireless File is 
made available to all the United States commercial services in each 
country, so they can make use of it in preparing their local copy 

Mr. Hurcuison. The manager of one press service has said that 
they have made a great deal of use of it, and we are glad to have them 


do so, because it spreads our information further. 


NEED FOR PERSONNEL COVERING U. N. MEETINGS 


Mr. Couprrtr. One further question, Mr. Chairman, in connection 
with an inquiry made by Mr. Bow with reference to the United 
Nations: The matters of the United Nations are covered very fully 
by all the press of the world, are they not? 

Mr. Hurcuison. Yes. 

Mr. Couprrr. I was wondering why it would be necessary for you 
to send your people to cover that source of news 

Mr. Hurcuison. It is covered by the commercial agencies by a 
rather curtailed service. 

Mr. Coupmrr. Would you consider the New York Times coverage 
as a curtailed service? 

Ir. Hurcntson. No. 

Mr. Couprrr. Does that not supply sufficient material for the 
editors to prepare a specific story on the country, that can be mailed 
and sent across the wires? 

Mr. Hurentson. The New York Times—I am afraid we do not 
have access to all of their material Although we have a good working 
arrangement with the New York Times, I was thinking more of the 
curtailed service on subjects that we want to send abroad. 

Mr. Couprrr. Do they not send their service abroad? 

Mr. Hurcntson. Yes 

Mr. Couprerr. Why can you not get a great deal of the material 
directly from the newspapers, from reading the local newspapers? 

\ir. Hurcutson. We do, and we also buy the International News 
service 

Mr. Couprertr. Why in the world would you need to send an em- 
ployee of the Government to the United Nations, *7hen it is covered 
by newspapers, and covered by editorial comments? 

Mr. Hurcuison. May | give you an example? 

Mr. Couprerr. Certainly. 

Mr. Hurcuison. When Ambassador Lodge made his speech on 
bacteriological warfare before the United Nations only a very short 
part of it, contained in a few paragraphs, was sent out by the com- 
mercial services. 

Mr. Couprrtr. Did you have your representative there? 

Mr. Hurcuison. Yes. 

Mr. Couprrt. Was it necessary? 

Mr. Hutcuison. We think so. 

Dr. Jounson. Was it not fully covered by the newspaper writers? 
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Mr. Hurcutson. J do not remember, but we covered it in a broader 
way than the newspapers 

Mr. Covuprrt. Did the State Department have a copy of it at th 
time? 

Dr. Jounson. It is a matter of timing. 

Mr. Couprrr. Was there a press release of it? 

Mr. Hurcuison. Yes, but it was 

Mir. Hamiiton. May I give another example, Mr. Coudert? 

Mir. Couprerr. Very well 

Mr. Hamittron. The U. N. delegate from, let us say, Saudi Arabia 
is not particularly interested in the United States commercial service 
but they are very much interested in their own participation, and thei 
people, in their own country, are interested in their side of it. That 
is the kind of material that we tried to get. 

Mir. Couperr. You mean, you pick out the news that is of interest 
to Saudi Arabia 

Mr. Hamivron. We pick out the news that reflects the interes 
of the United States, when our objective is supported by Saudi 
Arabia. We try to give it publicity in Saudi Arabia. The United 
N tions | micht Sav, 1S the bi gro st propaganda potential in the world 
I believe. 

UNEXPENDED BALANCES 


Mir. Roonsy. Mr. Chairman, I was out of the room and on 
floor of the House when some of the testimony was given, and | 
wonder whether this question has been asked: In the overall program 
how much unexpended balance do you have on hand, and how much 
will revert to the Treasury at the close of business a week from today 

Mir. Kimpary. We have those figures here, Mr. Rooney. We hav 
already turned back $2 million of rescission under Public Law 11 

Mr. Rooney. | mean of the regular program. 

Kimeauy. $1.5 million. 

Mr. Rooney. $1.5 million. 

Mr. Kimpabu. Yes 

Mir. Roonvy. Out of a total 1953 appropriation of how much? 

Mir. Kimpauu. The total of $87,325,000. I am not speaking of 
the MSA comparative transfer. 

Mr ROon!] ¥ Is that & very cood record of economy, over the 


period since the 20th of January, insofar as the taxpayers’ money is 


concerned, on a program of this magnitude? 

I am looking at a document entitled “Report of House Appro 
priations Committee Investigating Staff,’’ covering the International 
Information Administration. Somehow or another I guess we on the 
Hill are now getting to the point of marking thines secret. This is 
marked “Seere i but nevertheless, I sh ull see if I cannoi read som 
extracts therefrom, with regard to the press service. 

First. let me ask vou if the so-called Wireless File is the 1954 
name, the successor to the Wireless Bulletin? 

Mi HUTCHIN ON Yes. 
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POSSIBILITY OF USING COMMERCIAI Ni 


Mr. Rooney. I am reading a paragraph from this repo 
was submitted to the chairman by Robert E. Lee, direct 
and investigation, House Appropriations Committee 


1953. 


] ‘ 
aa 
ess File of the IPS is prepared fro 

excerpts from leading 


Washington Pos 


st part, r 

ym nercial soure 
That is the point Mr. Coudert was making 
wonder whethe ror not vou could “ive i better 


¢ al et 
to Mer Coudert? 
Dr. Jonnson. The commercial news 


uv moment ago, 


1 
answer than was 


Services 
ferent brand of production to the newspapers of 


sending only the news we think will further our 


interested particularly in getting customers anc 
customers. 

Our effort is to portray the aims of America. We do 
much about the kind of things that perhaps the news services fur- 
nish, such as ball games 

Mr. Bow. You do cover ball cames? 

Dr JOHNSON. Mavbe SO. | don’t know 

Mr. Bow. Travel expenses to bail game 

Dr. JoHnson. Mavbe because they feel the 

Mr. Bow. There are some instances, 


not talk SO 


are interested in it 
they covered the Stat 
rames, and traveling expenses. 

Dr. JOHNSON I cuess because the fellow felt t] 


peopl would want, but it is 


iat that is what the 
a ‘erent service from the ordinat 


il 
commercial service. 

[ would like to point this out: That Pre fisenhower made a 
speech on April 16 Ve sent out the full text of that speech A nts. 
alls , it was covered by practically ali of the newspapers ol the world 
of anv importance, that is, the AP, the UP, and vet they only 


carried 
a part of that speech, which to me was one of the most import 
hat happ ned this veat 


ant thin ¥S 


x 


\lr. Rooney. If that completes r answer to this, let 
41 
ti 


you to 1 next item ide { Vv, before readmg this 


from the same report, [ do not kn whether vou were 

of the IPS at the time or not, this was some 7 sweeks ago 
4 l >. A , ai : 

ration was made since the middle of February. 


This paragraph 
States: 


The Direetor of IPS stated 


a reduction in the number of 





mage ines, pamphlets, et 
> Was re ‘d by $1,043 
vas reflected in press } 
who made such a statement? 
Mii 
Mr ‘EY. Who was your predecessor? 
Mr. Hue N. Mr. Miller briefly, and Mr. Arnot. It was 
; concerned with 1 
In any event, here we have, according to the Hous 
Appropriatior Committee investigators, an alleged saving of 
$1,043,000. Now, I am trying to jibe that $1,043,000 with th 
$1,500,000 figure you mentioned a while ago, as the overall savin 
and reduction in appropriations since you took over. 

Mr. Kimpauu. I was just going to savy, Mr. Rooney, before that 
that we should take into account, eee [ am sure you will, the fact 
that the number of people involved reduced the cost, which woul 
make quite a difference 


{ 
\J 
I 


iT 


COMPARISON OF ORIGINAL AND REvIsED EsTIMATES FOR PERSONNI 


,ND PERSONNEL Costs, 1953 AND 1954 


Mr. Roonry Will you insert at this point in the record a statement 
showing, with respect to each separate appropri: ition item, the alleged 
saving, that is, the reduction which you claim was made, and how much 
of the reduc tion was applied to other activities of the ope ration, and 
how much was used or will be used by next Tuesday, for the purposes 
to which you refer, that is, the separation of a certain number of 
employees from the payroll. 

Mr. Kimpauu. Yes. 

(The following information was supplied:) 

The following tables show for each activity reductions made since January 195: 
in the 1953 fisca ar appropriation, in the 1954 fiscal year congressional request 
and in actual emp] 
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Reduction in employment since Jan. 31, 1953 


Planned Net increas: 
employment or de 
July 1, 1953 crease ( 


Employment 
Jan. 31, 1953 


Service li 5 278 4, 887 


ld Programs 


&, 402 


, 1953, does not include 411 new positions required later in fiscal y« 
facilities 


mployment. Additional reductions were made to fill key vacant pos 
NUMBER OF PERSONNEL 


Mr. Roongy. What is the present total employment in the IPS? 

Mr. Hurcuison. Four hundred and eighty-nine. May I correct 
that; on May 31, 497; 489 at the end of June. 

Mr. Rooney. Let us take the June 1 figure; how much? 

Mr. Hurcutson. Four hundred and ninety-seven. 

Mr. Rooney. Four hundred and ninety-seven? 

Mr. Hurcuison. Yes 

Mr. Rooney. According to this investigator’s report, in October 
1950, the total personnel in IPS was 319 employees. You now have 
497, and as of the time of this investigation the employment was 525. 

Mr. Hurcuison. And the year before that it was 

Mr. Rooney. Just a minute; I am trying to get a direct comparison 
with what is shown in the report for the investigators. 

The services rendered in October 1950 compare in volume with the services 
currently rendered. Most of the ‘fat’? in the current organization is in the 173 
persons who cannot be charged against any specific product. For example, the 
16 persons in the Director’s office are performing the same administrative func 


tions which were performed by 15 people in October 1950. 


How many people do vou now have in the Director’s office? 

Mr. Hurcuison. Thirty-nine. 

Mr. Roonry. So that yov have 39 people, as of this date, or before 
the close of the fiscal year, who are performing functions which were 
performed by 15 people, according to the House investigator’s report, 
in October 1950 Is that correct? 

Mr. Hurcnuison. I am not familiar with the figures for 1950. 

Mr. Rooney. If you assume they are correct, that would be a fair 
statement. 

QUALITY OF PRESS WRITERS 


Now, vou might make a defensive observation with respect to the 
following, which | read 


We were informed by competent newspaper people, including some of the 
supervisory staff in, International Press Service, that one of the principal weak- 
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nesses of the program was the lack of ability of the writers. A responsible admin- 
istrative officer stated that, in his judgment, one-half the number of writers, if 
really competent, could produce the quantity of copy needed and greatly improve 
the quality. 

What have you to say about that? 

Mr. Hurcuison. We would like very much to have better writers, 
but it is not always possible under the civil-service regulations to 
make the improvement, and it is not always possible to employ the 
best writers with the salaries we have available 

Mr. Rooney. Would you say that the Press Services writers are 
paid more than you pay? 

Mr. Hurcuison. I cannot say; I do not know what the average 
for their writers is. My guess is that the average for the press would 
be somewhat higher, but I do not have the comparison 

Mr. Bow. Will you tell us what the average for the Press Service is? 

Mr. Hurcuison. The average salary for the domestic personnel 

Mr. Bow. I mean in your department. 

Mr. Hurcuison. Yes; it is $5,736. 

Mr. Bow. What is the average for the press writers, in the Press 
Service? 

Mr. Hurcuison. I am sorry, I do not know. 


SUGGESTED REDUCTION IN PRESS SERVICE BUDGET 


Mr. Rooney. The report finally says, insofar as I am interested 
in it: 

If the distribution of material is limited to those countries where it can do some 
good, and the general program 1s reduced and improved, the appropriation re- 
quired for the International Press Service can be reduced at least 60 percent 

Do you agree with that? 

Mr. Hurcuison. No. 

Mr. Rooney. You would not agree with it, | suppose? 

Dr. Jounson. No; 1 would not. 

Mr. Rooney. | am sitting here trying to reconcile those things in 
my mind, and when the committee investigator says that it could be 
reduced 60 percent, you of course see what we are up against. 

Dr. Jounson. I would like to say this, Mr. Rooney: The only way 
I know you can go about any intelligent reduction, whatever it may 
be, is to have a better organization, and certainly | would like to have 
better writers, and I would like to be able to bring in the most com- 
petent people, because it is that kind of ability that we want. 

Mr. Cowdin and I were going over the motion-picture situation 
the other day. We feel that we have most of the people in there that 
we need. 

Mr. Hutchison has moved into this job, and I think within a 
few weeks he will know a good deal more about it. But we have got 
to have competent people, and it is very hard to get them. It is 
hard to get topflight, experienced people, and | think that is the only 
way you can start to reduce the number of people. It is very hard 
to attract good people. I spent 3% months trying to fill 2 jobs. 
lt is of great importance, but when you consider the fact that the 
organization is more or less disrupted it is a very, very difficult thing 
to get them. 
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However, I have some 3 or 4 fine men who have agreed to come, 
and I think the ‘v will furnish leadership and concentrate on a particular 
area, and we will be able to cut some of these items 

Mr. Roonry. My position is that that is not the way to go about it 

Dr. Jonson. No 

Mr. Roonry. The only thing, in my estimation, that the Appro- 
priations Committee can do about this program is to watch it very, 
very carefully, and to continue to criticize and criticize it violently, 
and to take action when we find there is anything wrong; but I cer- 
tainly do not believe in any such drastic action as is proposed here to 
cut the appropriation by 60 percent. 

Dr. Jounson. Would you like to hear Dr. 

Mr. Rooney. No; maybe we had better not say anything more 
about if 

Dr. Jounson. We can do that when we go into the motion pictures 

Mr. Roonry. We have not reached the motion-picture phase vet 


DIVERSION OF FUNDS FOR PUBLICATION AMERIKA 


What is the present situation with regard to the Russian-language 
publication Amerika? 

Mr. Hurcutson. It has been abolished. 

Mr. Roonry. With how many people—when was it abolished? 

Mr. Hurcuison. At the beginning of the fiscal year—lI believe it 
was July 1952 

Mr. Rooney. It was completely stopped at that time? 

Mr. Hurcuison. Yes 

Mr. Roonry. How many employees were employed with respect to 
the magazine Amerika? 

Mr. Hurcutson. There were 19. 

Mr. Rooney. What happened to them? 

Mr. Zucker. We had $221,000 that was diverted into another 
ITA program. 

Dr. Jounson. What happened to the employees? 

Mr. Zucker. The emplovees left the organization. 

Dr. Jonnson. They left the organization. 

Mr. Rooney. This is a fine way to run a railroad. Without dis- 
cussing this with or giving any reason to Congress, the funds were 
diverted to other purposes. 

Mr. Krmpatu. I would doubt that it was. 

Mr. Rooney. Do you know if it was justified? 

Mr. Krupatt. I think the committee should have been notified. 

Mr. Rooney. People wonder why this outfit is in trouble on 
Capitol Hill, and here is a glaring example. 

Mr. Kimpaty, I think that is a very good example for us to keep 
in mind. 

Mr. Rooney. I think you will be very smart if you do. 

Mr. Cievencer. You will remember, Mr. Rooney, that we cut the 
publication by quite some considerable amount. They were printing 
some 30,000 copies which they could not sell in Russia, and the com- 
mittee felt it could save some money there. But the fact is they 
never notified the committee. 





Mr. Wixtzer. I think the proposed policy step was cleared with the 
committee, but certainly no diversion of funds should have been made 
to other purposes. 

Mr. Rooney. The committee expected the funds would revert to 
the Treasury when the publication was stopped. What about this 
matter of translation, in the amount of $230,000? 

Mr. Kimpauy. That is under Information Centers Service. 

Mr. Rooney. That is all. 

Mr. Preston. No questions, Mr. Chairman. 

Mr. CLEvENGER. We will convene tomorrow at 10 o’clock. 


WEDNESDAY, JUNE 24, 1953. 

Mr. CLEvENGER. The committee will come to order. 

We will take up the Motion-Picture Service re quest for $6,403,300, 
which starts on page 55 of the justifications. 

Who is going to speak to this? 

Dr. Jounson. May I first, please, sir, read a short introductory 
statement? 

INTRODUCTORY STATEMENT 


Dr. Jounson. Mr. Chairman, as I indicated to you yesterday, A is 
necessary that I leave these hearings temporarily at about 10:30, to 
appear as a principal witness before the House Committee on a ern- 
ment Operations. I understand that my appearance there will be 
concluded by noon, and that I will be able to return to these hearings 
at the 2 o’clock session. 

The principal witness on these budget estimates for the Motion- 
Picture Service is Mr. William L. Grenoble, who is serving as Acting 
Director of that Service. Yesterday, I had the opportunity to in- 
troduce to several members of the committee, Mr. J. Cheever Cowdin, 
who has had a distinguished career in the motion-picture industry, 
and whom I have asked to join me to take charge of the Motion 
Picture Service. 

Mr. Cowdin is here in the room at this time, but must leave shortly 
for New York. With your permission, Mr. Chairman, before pro- 
ceeding with Mr. Grenoble and his defense of these motion-pictures 
estimates, I would appreciate it if you would give Mr. Cowdin the 
opportunity of making a few expert observations concerning our inter- 
national motion-picture program. At this point, he will, of course, 
appear in the role of an expert witness although we hope shortly he 
will be a member of our official family. While Mr. Cowdin has only 
been in Washington since day before yesterday, and, therefore, is not 
in a position to testify with reference to these particular estimates 
I am sure he will be glad to auswer any general questions concerning 
the role of motion pictures as a vital force in our cold war efforts, if 
any of the committee so desire. 

i might add that he has had several talks with me and Mr. Grenoble. 
He has visited our New York offiee and also our office down here, and 
I think he has seen some of our pictures which were not classified 
I think he has a wonderful grasp already, although he has only given 
a few days’ attention to this matter. 

With your permission, sir, it gives me great pleasure to present 
Mr. Cowdin 
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ProposED REORGANIZATION OF ‘‘VorIcr’?? PROGRAM 


Mr. Cuevencer. You are going before this committee on the 
reorganization? 

Dr. Jonnson. That is right, sir. 

Mr. Crevencrr. Along that line I would like to make a comment. 

Dr. Jonnson. Yes. sir. 

Mr. CLevencer. | have spent, as you know, some time on this 
committee 

Dr. Jounson, Yes, sir 

Mr. Crevencer. | find out something new about it every day. 
I want to express My position. 

I think I can say for the members of the committee, though we will 
let the others speak for themselves, that we have a strong interest in 
this program. ‘Take the point 4 operation. That used to be a part 
of this committee’s business, but was reassigned under the foreign-aid 
bill 

Dr. Jounson. Yes, sir. 

Mr. CLEVENGER. Now, in this committee we are not all wise and 
certainly we are not all powerful, but we have always tried to make 
an appropriation justify itself 

Dr. Jounson. That is right 

Mr. Cievencer. I do not think there is a single person who knows 
the problems who would disagree. The great opposition to and great 
criticism of this program, the technical assistance program and point 4 
program, and the rest, has resulted from loose fiscal policies. 

Dr. Jounson. Yes 

Mr. CLrevencer. The thing I am getting down to is that as an 
American, I oppose the separation of this from the State Department. 

Dr. Jounson. Yes. 

Mr. Cievencer. This was a State Department creature. It got 
out of hand because of the fact that it was divorced from the regular 
fiscal control in appropriations. I do not know whether you were 
here or not, but the Secretary of State himself stated that we had 
four ambassadors at Paris. 

Dr. Jonnson. I thought there were six. 

Mr. CLevencer. There might have been, at times. Do you think 
that would have occurred had the appropriations for these operations 
gone through this committee? 

We have tried for years to build up the mission in a country and to 
make the ambassador the American mouthpiece in the country he 
represented. 

Dr. Jonnson. Yes. 

Mr. CLevencer. It is impossible to have a dignified and strong 
representation in any capital if there are 3 or 4 men of equal rank in 
the same city with suitcases of loose money. 

Dr. Jounson. Yes. 

Mr. Cievencer. I cannot spell it out any plainer than that. As 
an American citizen I hope we will keep it here and clean it up here 
and make it decent here. 

Dr. Jounson. I will deliver your message, sir. 

Mr. CLevencer. The thing which motivates me most is that many 
of these programs should be of a temporary nature. Once you set 
them up in an independent agency they are made permanent. 
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Dr. Jonnson. Yes. 

Mr. CLEvENGER. I do not know whether I have made inyself clear. 

Dr. JOHNSON. Quite. 

Mr. CLEVENGER. That is my position. It ought to be kept under 
the State Department. 

Dr. Jonnson. I will be very glad to convey your statements, sir 
as best I can. 

Mr. CLevencer. I have not had an opportunity to tell the Presi- 
dent, but I would. I worked hard for his election. 

Dr. Jounson. Yes. 

Mr. CLievencer. I am working hard now to keep his promise to 
balance the budget. 

Dr. Jounson. That is right. 

Mr. CLevencer. And to reduce taxes to the American people. 
Nobody works harder. 

Dr. Jounson. I am sure of that 

Mr. Cievencer. | still want to work, but we cannot keep his 
promise if we have these areas of loose—you could not call it ‘fiscal 
ontrol’’ because there was none. 

Dr. Jounson. Yes. 

Mr. CLevencer. I wish I could be in two places myself today, 
ut I have to finish this hearing. 

Dr. Jonnson. Yes. I will convey your thoughts, sir. 

Mr. Cuevencer. I have taken too much time, but that is the 
vay I feel. If you have any comments you want to make on your 
position, Mr. Preston, you may do so. 

Mr. Preston. I used to think that we ought to divorce the informa- 
tion program from the State Department, but the more I learn about 
( and the more I study it the more I have changed my thinking about 

[ have concluded that for many reasons, which we do not have 
time to go into here, but for reasons I hope to express on the floor 
later, we should not adopt this reorganization plan and should keep 
this organization within the State Department and do some of the 
things that we all know need to be done. Doctor, you know they 
need to be done and we know they need to be done. They are things 
we want to help you do. 

Dr. Jounson. I do not think it will be appropriate for me to make 
any comments, and the time is short, but I will convey vour comments 
to the committee. 

Mr. Crevencer. Over the vears the information which we extract 
from furtive budgetmakers in this section would make you sick. You 
cannot rely on what you get. Our faces are often red. 

There is only one way to play this thing, and that is like men across 
the table and on the level. You do not have to be furtive, going 
around behind and rigging the appropriations, or anything. 

Dr. Jounson. | just want to make this one comment: I have been 
in administrative work all of my life, and I have discovered that the 
best way to handle any administrative problem is to get the best man 
for specialized work and give him a free hand and let him study it and 
get the water out. It is too big an organization for me to find all the 
water. Iam sure there must be more water. 

Mr. Cievenger. After this hearing, | want to tell vou, we expect 
to have 2 or 3 people from the movie industry, and 1 from the picture 
industry. 


» } 
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Dr. Jounson. Yes. 

Mr. CievenGcer. Tomorrow we are going to let them speak. 

We are just simply doing the best we can to get at the truth. 

Dr. Jounson. We are all on the same side. I regard our organiza 
tion as a nonpolitical organization to interpret American foreign ‘polie: \ 
I am just as anxious as you are, sir, to see that we cut the water out 
ore we do not have any more people than we need, and that the peopl: 

‘ have are all fine Americans and know their jobs. 


Morron-PicruRE SERVICE 


Mr. Ctevencer. Now, Mr. Cowdin, the committee will be glad to 
hear from you 

Mr. Cowpin. Mr. Chairman, | appreciate the opportunity of join- 
ing forces with Dr. Johnson in this important cold-war program 
which we hope will make a major contribution in enabling the United 
States to win the peace. 

| also gladly weleome this opportunity which vou have been so 
kind to grant me to pass along to you as a private citizen certain 
strong convictions concerning our motion-picture program. Thes 
convictions have been further strengthened by many conversations | 
have had with top people in the motion-picture industry since Dr 
Johnson first asked me to consider joining his forces. 

In the discussions which I have had with these leading members of 
the motion-picture industry and with many others, I have reached 
the conclusion that a larger program than the amount contained in 
this particular budget now before you would pay dividends which 
would more than justify the additional expense involved. 

| understand that the present budget contains a little over $6.4 
million. My strong opinion is that a sum in the neighborhood of 
about twice this amount, efficiently expended, to produce maximum 
impact, would be a wise investment of the taxpavers’ resources even 
at a time when the overall economy is such a basic necessity. 

[ understand that if the President’s reorganization plan providing a 
new United States information activity is approved the resources now 
devoted to information activities in several of these departments will 
be combined. 1 hope the Congress will give Dr. Johnson sufficient 
latitude with these combined funds so that he will be able to plan and 
carry out a much more effective total program than has been possible 
under such division of funds and operating responsibility. 

Take his reference to the motion-picture program. I hope, if and 
when it is possible to pool such resources, that we may be given the 
opportunity to study throroughly how those funds can be most 
expeditiously expended and present it again before this committee 
for a full discussion and either approval or disapproval. 

Now, I have not had, naturally, the opportunity or the time, since 
Dr. Johnson first spoke to me, to get into all of these figures, but | 
have sufficient knowledge about the motion-picture industry and its 
fundamentals to realize that if the objective which we are, as I under- 
stand it, attempting to achieve, is to be achieved, then we must do it 
as efficiently as we can but at the least cost we can do it. 

I am fairly familiar with some of the other activities. I think the 
overlapping has created unnecessary expenditures. It is my firm 
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opinion that the overall funds—I do not know what they quite amount 
o, because I have not had the other figures at my disposal——- 

Mr, CLevencer. We will have to wait, Mr. Cowdin, until Congress 
decides how much money it will be. 

Mr. Cownin. There are a few fundamentals we sometimes lose 
sight of. 

First, let us get to the making of pictures. There are many ways 
of making pictures. Some are economical and come out all right in 
the end. Others are uneconomical and do not provide that for which 
you are spending your money. 

I came up in the field of the picture world, where I took over a 
bankrupt company. In fact, I got the shock of my life when | took 
itfover and found that at the first meeting I had, the ds ay I walked in, 
my general counsel walked in and said: “Mr. Cowdin, what would 
vou like for me to do with hae papers?” [ said: ‘What are they?”’ 
He said: “Sir, they are a petition for 77b, which was supposed to be 
filed today.” I said: “Take them back to your office and tear them 
up. Why am I here?” 

Fortunately I never have done that. That is what I had to start 
with. The same principle of starting with a company which has little 
money to spend is involved. Just because it is somebody else’s money 
does not make a difference. That is the worst thing in the world; 
spending others’ money when you are the trustee. 

We cut costs, with the end result that our costs were running sub- 
stantially lower than any of our competitors over a period of years, and 
we finally made pictures that were more successful, with much less 
money than our competitors. 

That, I believe, would be the desire of this committee and the 
Government. If these pictures should be made—and on that subject 
| have to defer to the judgment of the Government; for that is not my 
decision—then it is foolish not to make them with the full impact of 
what we are trying to do. 

It is my opinion today that the pictures we are currently making are 
only showing to about 15 or 20 percent of the public that they should 
be showing to, and could be showing to without much more money. 
That means you will get a greater result for the dollar expended than 
had been true before. 

You know this: We know that the pictures per se have a greater 
impact on world opinion than any other media over the years. | think 
some figures may be a little startling to you, because | think some 
people do not realize them. American pictures today are occupying 
74 percent of the world’s screens outside of the tron Curtain, which is 
about 100,000 theaters. They are showing to 230 million people a 
week. That is about a billion people a month. That is a lot of 
people to reach at a pretty cheap cost. 

But I think there is another avenue which has not been searched 
out. Mind you, I am speaking “off the record” if I may. I do not 
mean ‘‘off the record” but I mean not officially, because I have not 
been here long enough. 

[ am convinced we can get a lot of money back. I do not like to 
see a lot of money going out and nothing coming back. I think we 
can make pictures which we can have distributed, and have distributed 
through the regular channels of distribution, and we can make fair 
contracts for their distribution and get much of our capital back i 
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many instances. That, of course, does not include the use of, -as is 
currently being done, the mobile units out in the hinterlands. 

What effect this would have needs to be very carefully studied, in 
my opinion. I have not had an opportunity as yet to get on the 
ground and see them myself, but I shall do so as I am a great believer 
in getting on the ground and finding out personally. 

Mr. CLEVENGER. I want to read a short paragraph here, just to 
get your comment. 

Mr. Cownrn. Yes. 

COST OF PICTURES 


Mr. CLEVENGER (reading): 

Although the unit cost of individual pictures is comparatively high, the medium 
is one of the cheapest in terms of the cost per human impression. The program 
is currently reaching an annual world audience of 500 million at a cost of a little 
over 1 cent per contact. 

I challenge the statement that it is reaching the audience for that 
amount. You have 304 of these mobile units 

Mr. GRENOBLE. Yes, sir; currently in operation. 

Mr. CLEvENGER. Many of those things are shown in obscure vil 
lages. You have the cost of at least 2 or 3 operators. 

Mr. GRENOBLE. Two. 

Mr. CLEVENGER. You have a per diem allowance for a native of 
$10 a day, have you not? 

Mr. Grenosue. Mr. Chairman, I should say that that statement 
omitted one phrase; that is the cost of the film materials themselves. 
It does not include the exhibition cost in the field. 

Mr. CLevenGcer. Well, that is consonant with the sort of informa- 
tion, or misinformation, that we get every year. 

Mr. GRENOBLE. Well, | was prepared to correct that in my state- 
ment, Mr. Clevenger. Iam sorry for the omission. 

Mr. CLevencer. You and I know that one of these mobile units 
costs $40,000 or $50,000. 

Mr. Grenosie: No, sir. The landed cost of the mobile unit is 
about $6,500, delivered in the country. 

Mr. Bow. How much? 

Mr. GRENOBLE. $6,500. 

Mr. CLtevencer. These units go into the field with projectors. 
Some of them have diesel-powered units and all of those things. 

| can show you an inventory where you have one in the warehouse 
in New York, and it is in the inventory at $40,000. 

Mr. Grenosie. I believe that is a radio soundtruck, used in the 
United States, Mr. Chairman. That is not a motion-picture truck. 

Mr. CLEvENGER. You go into these villages in Italy or in France, 
and you have at least $20 a day for the help, besides the other expenses 
in the production of the film and getting it there. This is simply an 
asinine statement. It just is not true. 

Mr. Grenosie. Well, the total cost, including the cost of the opera- 
tors in the field, averages somewhere between 6 and 7 cents per human 
impact. But that covers that group of people we reach with mobile 
units, Which is only about half, or perhaps less than half, of the total 
number of people reached with this program. 

In the Far East, for example, more than 70 percent of our exhibition 
is through indigenous groups, churches and schools and civie organi- 
zations, local groups who handle the operating cost themselves. 





NEED FOR RIGHT KIND OF MOTION PICTURES 


Mr. CLevencer. The other day I had a complaint, Mr. Cowdin, 
presented to me by one of the Congressmen nope Colorado, as to two 
films which were being shown. Il was not able to see these films my- 
self. They brought them up here and ran them in the caucus room 
last week. The impression I received from this person who saw them 
is that they were prepared by a labor union. 

Mr. Grenosie. No, sir. One of the pictures was prepared by us. 
“A Union Local,” prepared on contract. 

Mr. CLevencer. One of them was paid for from Mutual Security 
funds? 

Mr. GRENOBLE. No, sir. The other pic ture was produced by the 
Internation: al Ladies’ Garment Workers’ Union. 

Mr. CLevencer. They went back in one of the pictures and used 
the old Triangle Shirtwaist fire. 

Mr. Grenoste. Yes, sir. 

Mr. CLEVENGER. I remember the Triangle Shirtwaist fire in New 
York, because I have spent a lifetime in the retail business. I was 
there on a buying trip. It was an unfortunate loft fire, with no fire 
escapes, and a big loss of life. 

My report is that about 30 minutes of that film would be the 
finest Russian propaganda film you ever saw. I did not see the 
climax, but I am going to tell you that you will have to be more 
careful. You will have to screen some of this stuff before it goes 
out. It cannot be used as propaganda for any labor union. Do 
you understand me? 

Mr. Grenosie. Mr. Chairman, the reaction in the field to that 
film has been just the contrary. 

Mr. CLevenGcer. Yes; that is the same old story. 

Mr. Grenosie. The theme of the picture 

Mr. Cownp1n. Allow me to say something, Mr. Chairman. 

Mr. CLEVENGER. Yes. 

Mr. Cownprin. I do not want to take sides in this, because | am 
too new. 

Mr. CLEVENGER. Yes. 

Mr. Cowp1n. The comments I have heard about those pictures 
are far from good. 

Mr. Cievencer. That is right. 

Mr. Cowpin. I have not seen the two pictures myself. 

Mr. CuevenGcer. | have not, either. 

Mr. Cownrn. I shall, before the week is over. So at that point 
I will have a personal opinion. The comments I have heard about 
them are far from good. 

Certainly if 1 have something to do with this, if the pictures justify 
the opinions that are given to me, we are not going to use that kind 
of stuff. 

Mr. Coon. Mr. Chairman, could I comment? 

Mr. CLeveNGER. Yes. 

Mr. Coon. I saw that picture, or at least the first half of it. Is the 
first picture that was shown the one prepared by the labor union? 

Mr. GreNoBLE. Yes, sir; the first picture, With These Hands. 

Mr. Coon. I saw that, and I drew the same conclusion the chairman 
did; that it would be a mighty poor picture to show to foreign countries. 
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if you wanted to have them get a good impression of the United States 
I thought it was the best propaganda against the United States of 
any picture I had seen for a long time. 

Mr. Grenosie. I am sorry you were not able to see all of it. Th 
second half of the picture brings out the contrast. The first half 
deals with a situation that ook place from 1910 to 1913. 

Mr. Coon. I stayed until we got up to 1916. Then I had to leave 
I thought they were short pictures, and I did not have enough time to 
stay. 

Mr. GreNoBLE. I see 

Mr. Coon. It would have had to be an awfully good picture in 
the second half to overcome the ill effects of the first half. 

Mr. Grenosie. The second half does show a successful effort of 
the union to throw out the Communist groups which took the union 
over for a short peciod of time in the 1920’s, and the substantial 
progress made in the United States in the labor-management relation- 
ships. It brings out the fact that in the needle trades there have not 
been strikes for the last 20 or 30 years, and that we have developed 
a means whereby labor and management are able to negotiate their 
differences across the table in conference, and that we do not have to 
resort to force. The Morxia. concept is that the only way the worker 
can get his share in anything is by revolution. 

Mr. Coon. If there had been other people who went to see it who 
were limited in their time, like I was, they would have gotten the same 
impression I did, and that would not have been good. 

Mr. Grenose. Yes, sir. 

Mr. Cowp1n. Were they 2-reelers? 

Mr. Grenosie. No; about 5 reels. 

Mr. Cowp1n. Five reels 


SUGGESTED PRODUCTION OF FILMS BY PRIVATE ENTERPRISE 


Mr. CLtevencer. Mr. Cowdin, the thing I am getting at is that 
after all these years | have been helping on these appropriations, 
with annual reorganizations and beautiful glowing statements of how 
things are going to be different, which never materialize, [ am _ be- 
ginning to wonder whether private enterprise hasn’t got a field in 
preparing these films for us at a cheaper price than we can do it 
ourselves. 

Mr. Cowprn. I was debating, Mr. Chairman, whether I should 
encroach upon that territory. You are expressing my exact views. 

Perhaps without saying more than I should at the moment | 
could say that after | had made up my mind to accept this post | 
told both the President and Dr. Johnson I would only do so provided 
an adequate organization was available with reasonable funds, what- 
ever “reasonable funds” is. If you know that something is going to 
be a failure to start with I would rather come in and say, ‘This is 
going to be a failure. Let us make up our minds what we want to do 
about it.”’ 

OPERATING COMMITTEE 


That takes time. At any rate, along your line, I went to the coast. 
I know a good many of these poeple rather intimately. I set about 
seeing whether I could get a group together who would be called the 





operating committee to serve without compensation and give what 
amount of time I asked to be given. 1 am glad to say I have such 
. group, and here are their names 

Frank Capra is chairman; Frank Freeman is on the committee; 
Edger Mannix is on the committee; Milton Pickman is on the com- 
mittee; Gunther Lessing, who is with Walt Disney, is on the committee; 
Roy Brewer, the international representative, is on the committee; 
Walter Pidgeon, the head of the Screen Actors Guild, is on the com- 
mittee; Richard Breen, the president of the Screen Writers Guild, is 
on the committee; George Sydney, the president of the Screen Direc- 
tors Guild, is on the committee; Carey Wilson, the president of the 
Sereen Producers Guild, is on the committee; William Pine, a pro- 
ducer, is on the committee; Sam Briskin, a producer, is on the com- 
mittee; Charlie Brackett, one of the top writers and producers, is on 
the committee; Arthur Freed, a producer, is on the committee; and 
Mr. deMille is an ex-officio member. And I am an ex-officio member. 
| have said to these gentlemen: ‘‘Let us get all of our figures up in 
confidence.”’ 

I had some of these other figures. 

“What would it cost us, using minimums?” 

I said: “I refuse to pay Hollywood salaries. Let us get that clear, 
as to the designing and making pictures. We are going to the mini- 
mums allowed under the guild contracts.”’ 

There was some squawking and objecting but they all gladly agreed. 
We then figured out the costs of making pictures with the top brains 
of this industry. As against our current cost, I find we can make them 
more efficiently and cheaper, by the use of those technicians and 
brains, than we can with what we are doing. That is what is in the 
back of my mind. 

l am going to New York this afternoon. One of the propositions, 
frankly—I take it I can speak in confidence? 

Mr. CLevenGcer. This is an executive session. 

Mr. Cownrn. I would like to work with the committee that way, 
if | may be allowed to. As these things come up I would like to come 
to the committee and discuss them, where they involve any major 
changes or changes in money. I want to work out a deal whereby we 
get the established industry and their distribution outlets to take on 
the distribution of the product that we will then turn over to them, on 
a basis where we will get some of our money back, It will be a happy 
day for me when I can come to this committee and say: ‘‘Gentlemen, 
you were kind enough to allow us a certain amount of money for this 
basic program which has been spent, but we have X amount of it 
back, so we will not need that much next year. We have the money 
back in the till’”—or whatever way the Accounting Division handles 
it. I am not sufficiently familiar with the accounting methods as 
yet to say that. At any rate, | am hoping it is not all going to be 
going one way and that is out, with nothing coming in. 

But the more important thing is we will then get the advantage of 
the great knowledge there is in this industry. And there are a lot of 
very fine men in this industry. There are some, like in every activity, 
who are not good. 

Mr. CLevencer. There are films from judustry which should be 
valuable, just showing American productit methods, and showing 
2,000 or 3,000 automobiles on the outside belonging to the men who 
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work there. Those, without being weighted or labeled as propaganda, 
are very effective 

Mr. Cowpin. Good. 

Mr. CLevencer. They can be had without paying for them. 

Mr. Cowpin. This may be wishful thinking, but it is a little beyond 
that, because I discussed it with two or three of the heads of studios 
They each have got a large program, and I think between us and th: 
various department heads, we can get up a list of the things—as I say, 
the do’s and don’ts—eliminating this, wherever possible, as being 
harmful to our best interests and including ‘‘this,’’ wherever possible 
But you cannot ask someone who is making a $4 million picture on 
private capital to ruin his script. But I am close enough to that side 
of the business to know there are an awful lot of places in that script 
where a few lines can be put in without hurting the value of the pic- 
ture which will help fulfill some of our missions without any cost to us 

And certainly, if we get such a list of the things—they will help, 
but until they are put into practice, and until you see them done, you 
cannot tell; however they show the possibilities. Nevertheless I feel 
very strongly that a great many of these studios will accept such a 
suggestion which would then allow us to enlarge and amplify ou 
effectiveness. I use the expression ‘visual combat.” We ar 
already in combat at the moment, whether you like it or not and call 
it the cold war or anything else, and to the boys fighting the war at the 
moment it is visual combat. And if we can get enough of this done 
almost a billion people a month will feel the impact. and on the 
other hand, as you said, showing a lot of kids with their shoes on at 
school and all the other things that are effective, can probably be 
worked in a lot of times. Maybe it won’t get into all of them, but 
it will get into a good many of them. And with the topmen I just 
mentioned here and with the wholehearted support of the guilds, 
they are going to help see that they get in those pictures. 

Mr. CLevenGer. My comment on that is that the moving-picture 
business has got to do something for itself. The gate receipts show it. 

Mr. Cowpin. The gate receipts could certainly be improved. 

Mr. Cievencer. And it is time they should join in not only in 
helpmg us but in helping themselves. 

Mr. Cownrn. I think you will be glad to know—I know I was—that 
in the group I talked to I found nothing but the heartiest, thorough, 
complete desire to cooperate in whatever this Government wanted 
to do. 

The thing I find hard to overcome is that you have certain pictures 
that go abroad which I think many of us think are harmful, that are 
out of control, but a lot of action is going on within the picture business 
itself to correct that on a voluntary basis. When that comes to my 
mind—TI have heard friends all over the country and around Europe 
criticize, for instance, Grapes of Wrath. Personally, I did not like 
the book; personally, I did not like the picture. The thing that 
interests me about those who are a little on the aggressive side in 
criticizing Grapes of Wrath is the fact they overlook the fact that 
the only reason Grapes of Wrath was made was because the book 
was probably one of the greatest sellers this country has had in years 
both in this country and in Europe. I have forgotten; I think there 
were 15, 20, or 25 editions. The book’s popularity brought it about 
and made it possible. 
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At that time I was in the association. It caused a little trouble, 
but that is immaterial. And the picture got overseas and was shown. 
The Russians stole two or three copies of it, and they showed it, and 
it met with a rather favorable response so far as the audience was con- 
cerned, and the Kremlin knocked it down and said ‘‘All of those fellows 
have automobiles to drive over there. What are you talking about? 
Take the picture off.’ And they did. They said “You cannot tell 
what those rascals are up to. They are making some propaganda 
pictures.” 

Mr. CLEVENGER. It was not our Government that brought about 
the conditions of the Dust Bowl. 

Mr. Cownin. Certainly not. And they have one hit in a sense 
that I heard criticized a great deal. Because | was in the villain’s 
role, we made the picture and set it in technicolor and set it in fantasy, 
called Alibaba and the Forty Thieves—one of those rascals out on the 
desert. The Russians said “That is just our meat.’’ So they went 
out and stole some of those and started to show them. They over- 
looked the fact that at the end of the picture the dictator of the 
country was overthrown and killed and a democratic government 
was put in. That only lasted a week. Of course, they threw that 
out. 

Those are things that are very hard for humans to judge. 

You take a book or take a play. All of you in this room go to see 
it or you read the book. We get as many ideas pro and con regarding 
the book or the play as there are people who see it. The question is, 
Who is to be the final judge of what is the best thing to put on over 
there. My answer to that is experience and the best brains there are 
in the industry. Certainly the industry, for good or bad, is a great 
industry in this country today, both in the volume of business it 
does, the people it employes, the people it serves the world over. 
We know what Ambassador Dunn said about Ninotchka in the last 
election in Italy, the one before this recent one. He said this to me 
personally, that he thought that picture did as much to help win 
that election as any one thing that happened. I happened to know 
the ambassador for a long period of time, and I asked him whether 
that was a real statement or a publicity statement, and he said it 
was real, 

Mr. Cirevencer. Mr. Cowdin, from a business standpoint, is it 
not a fact that rather biatant propaganda does not register as well 
as that which is subtly introduced? 

Mr. Cownrn. I agree with you 100 percent 

Mr. Cievencer. That has been my criticism of most of these 
things. My criticism of most of the films is that they seem to proceed 
on the theory that it has to be on the level of the jokebook. My 
State was buried under that in the 1950 election. It was an insult to 
the intelligence of the workingman. They seem to have the idea 
they must get down to the 12-year level. Yet our 8-vear-old boys 
would not fool with that stuff they put out today or think it was good 
| think, if you have better films and more of them, they will do a lot 
more good. 

Mr. Cowprn. I am 100 percent in accord with you 

Mr. Cievencer. Then, turning this staff loose without any di- 
rection from anybody over the propaganda or how to prepare it is bad. 





Mr. Cowpiy. Of course, you run into some difficulty in looking at 
it from the Department point of view, because none of this prop 
aganda—I have not talked to anybody except Dr. Johnson an 
these gentlemen, who are in accord—but you have a lot of people in 
the country who have small commercial agencies who believe they 
are geniuses with fine products, mostly making commercials, for 
such as Ford, General Electric, or Gener: al Motors Very few of them 
have ever had anyone with them who has proven entertainment 
writing ability that is acceptable to the country at a price which is 
es possible, which means saving every place you can 
And they believe they can turn out stuff just the same way as Mr. Ford 
or General Motors do on their production line. But you do not get 
the brilliance of the super top writers who are known as the best in 
the world in these positions. So they come up with what we call 
eeledudel prGlact. 

Our libraries, in my opinion, abroad are perfectly pathetic. I have 
had 1 or 2 people who know films rather intimately go into some of 
those libraries to take a look. 


FILM LIBRARIES OVERSEAS 


Mr. Presron. Mr. Cowdin, have you inspected any of our film 
libraries overseas? 

Mr. Cowprn. I have not personally, but I have had 1 or 2 friends 
in whom I have a good deal of confidence step in and view some of 
them, and my reports are not too good. 

Mr. Preston. I regret to hear this unfavorable report from you 
after all of the effort and money that has been going into this program. 


Mr. Cowprn. I do not mean to imply by that at alli that the library 
per se, in toto, is bad. There are a lot of good pictures, but it is my 
honest opinion that the percentage of really good, effective ones is 
not as high as it should be. And I would believe, if we could place 
in that library from here on in only one good picture a week, it would 
be more useful than what they had there, at the time of the examina- 
tion, for our purposes. 

Mr. Presron. You certainly would not be able to accomplish that 
on the budget figure requested here today; would you? 

Mr. Cown1n. Perhaps you overlooked the comment I made as to 
the amount. 

Mr. Preston. No. It struck me very forcibly, as a matter of fact. 

Mr. Cowp1n. That was involved in that. But I do not see how 
you could service that library on those outlays without a lesser num- 
ber. Maybe you can take 5, 6, 7, or 8 off, and it would not make 
too much difference in the end result; but if you are going to miin- 
tain all of them, we certainly have to get some product in there that 
is wanted and will play to the public that is available, in my opinion. 

Mr. Preston. Are you still in the motion-picture business over 
here? 

Mr. Cowprn. No, sir. I resigned at the end of 1949. 

Mr. Preston. You have no connection with any company? 

Mr. Cowprn. I have minor warrants in my old company, Univer- 
sal—a few thousand warrants—but I have no official capacity with 
any. Iam currently in the chemical business. 
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Mr. Preston. | do not think it is quite fair to ask you very many 
questions about these programs, because you certainly have not been 
exposed to it long enough to be familiar with it, but I should be 
nterested in talking to you at a later date, after you have had an 
opportunity to look into it, and then have your reaction to the program 
and have your further comment about the film libraries overseas. 

Mr. Cownpry. By that time, I will have had an opportunity to 
observe them personally. I would not want to talk about something 
| have not seen myself and know myself, even from what I would get 
from people in whom I have great confidence. 

There is one thing I would like to make clear. The picture business 
s a funny business. We cannot just put our finger on a button and 
change their methods and get a product. It takes time to get a 
product. So, it will be a little while before we can implement the 
program we now need, so we can get into full stride—until the middle 
of the year or thereabouts. You just cannot pull these things together 
that fast 

Mr. CLevencer. I do not need to tell you that this is in the dog- 
house with a lot of people in the United States. I can tell from my 
mail. I have tried to change it for years, and I have tried to make it 
a decent agency all the way through, but there is no use denying it 
is in the doghouse. 

Mr. Cowpin. As a matter of fact, I am delighted to hear you say 
it is, because that is the same conclusion I came to, and I said the 
same thing to Dr. Johnson, and I said the same thing to those folks 
I talked to on the west coast. I said, if the United States Govern- 
ment has need for this type of work, then it is entitled to have the 
best the United States industry can provide for it. It is not getting 
it at the moment, and there is good reason why it is in the doghouse 
in my opinion. I do not want to appear to be critical of anyone, but 
[ do not believe there has been the knowledge, the experience, the 
available brainpower used on it that there could be. 

Mr. CLevencer. | realize we are laying our necks out here on the 
block, but we are forthright individuals, and | have never seen 
anything to be gained by sticking your head in the sand and saying 
everything is rosy when it is not. 

Mr. Cowprin. And as I look on it, in this type of enterprise, you 
are acting as trustee for a lot of people. 

Mr. CLevencer. And you must do it well or do not do it at all. 

Mr. Cowp1n. One or the other. 


SUCCESS OF PROGRAM 


Mr. Preston. Mr. Cowdin, I am not one of those people who 
agree that this program has been a complete failure. A very subtle 
propaganda program has been waged against it and has been more 
successful, perhaps, than our program has been in other parts of the 
world. 

One reason why we have not had better brains come into the pro- 
gram is a great many people are not willing to put their heads on the 
chopping block and get them cut off in the Senate or some other 
congressional committee. ‘This program has been done more harm 
by people in public office making unwarranted attack on it, than 
anything else. Some of the criticism is justified; a great deal of it is 
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not justified. For imstance, the book-burning proposition has been 
blown up into a great international scandal; but, when you look into 
the inside of it, it is nothing like what it has been played up to be in 
the public press. That is just an example. 

The radio antenna site purchases into Washington and North 
Carolina—if the people had believed—and they did, apparently, 
believe—what was said about those, they would have believed this 
was a colossal, stupid blunder on the part of incompetents, throwing 
the taxpayers’ money away. But, upon examination, we find that is 
not the case at all. There are many of the best scientists in this 
country who say those sites are well chosen, and we may yet have a 
very urgent need for those through the use of antenna. 

sO propaganda has overcome propaganda to some extent in this 
program, and I am defending it | am not ashamed of having voted 
to appropriate a single dollar 1 voted for in this committee for this 
program. We may not have gotten a dollar’s result; we may not 
have gotten a dollar’s worth for every dollar appropriated, but we 
have made a bona fide, sincere effort in the right direction. If we are 
soing to concede to begir. with and say we are not smart enough in 
this country to combat other propaganda in the world, we had better 
fold up our tent and, as many people believe today, admit we are self- 
sufficient and become isolationists, as a lot of people in this country 
would like to see this country become. 

As you go into this program, you are going to run into that with 
some people vou are going to deal with. And you are going to find 
lots of fine people, just as Dr. Johnson said he discovered in his 
dealing with the program, who have just as much patriotism as 
anybody in Congress or in private business. I must say those things 
on behalf of people in the Government whose voices are silent and 
who cannot come into this committee room and say what they feel 
and justify their efforts and defend themselves. It is one thing to 
have a voice on the floor of the House of Representatives and a voice 
in this committee room and needle people who cannot defend them- 
selves. In fairness to those folks who cannot defend themselves, | 
am using my prerogative of freedom of speech in this committee and 
on the floor to uphold those people, especially those who deserve to 
be upheld. And I will be just as quick to condemn those who, by 
virtue of then position of public trust, have betrayed the taxpayers 
and betrayed their Government. I would be just as quick to condemn 
them 

\Mr. Cowprn. I hope there was nothing said in any of my comments 
that would infer I took any contrary view. I do not. I think as 
vou do, and I think it has been a fine operation. But when you look 
at something critically and vou feel in vour heart, based on knowledge, 
that it can be improved and made of greater value, then I think it is 
the duty of that individual to so state. 

Mr. Preston. I will applaud you for that statement. It is quite 
possible that it can be improved. 

Mr. Cowpin. That is right. I would have voted with you if I 
had been on this committee, the same way as you voted in the past. 
Sut from what I have seen of the end results, as I said, I believe it 
ean be improved. I have found nothing but loyal, fine people to 
work with and to deal with since I have been here; vet, as a business 
manager, I may give a little different direction here and there and 
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do something a little differently, but you come up with the end 
results. 

Mr. CLevenGcrer. Now, if there are no further questions, we will 
proceed to discuss the items. 

Mr. Kimpauyt. Mr. Chairman, in Dr. Johnson's absence, 1 would 
like to introduce to you and to the committee Mr. William L. Grenoble, 
who has been acting, since Herbert Edwards left on April 23, as 
Director of the Motion Picture Service. 

I would like to point out that Mr. Grenoble is a young man who is 
in the career service and who stepped into this job for Dr. Johnson 
until Mr. Cowdin came in and who has been acting as the head during 
this 2-month period, and he has done a very fine job in holding the 
fort. 

Mr. Grenoble is a career man with considerable background 
very little in the motion-picture business, who has just had a career 
in Government administration. He has come in here and I think 
is doing a fine job holding the fort for Mr. Cowdin. 


BACKGROUND OF MR. WILLIAM GRENOBLE 


I have a statement here of his background which I will be glad to 
place in the record, and I think Mr. Grenoble might have a brief 
statement on his trusteeship for the 2 months and then will present 
the estimates to the committee. 

(The matter above referred to is as follows:) 


WituiaAM L. GRENOBLE, GS-15, $10,800, 1778 PENNSYLVANIA AVENUE, 
WASHINGTON 


Title—Acting Assistant Administrator and Acting Director, International 
Motion Picture Service. 

Duties.—Has full responsibility for directing the development and execution 
of the international motion picture program of the International Information 
Administration in accordance with approved policies, objectives, and progran 
plans. In executing this responsibility the Director: (1) plans, directs, and 
coordinates preparation and use abroad of motion pictures; (2) provides equip- 
ment essential for the presentation of pictures abroad; (3) advises and otherwise 
assists overseas missions in presenting programs; (4) analyzes reports of effective- 
ness of program with the IIA evaluation staff; (5) acts as liaison between ITA and 
private industry; (6) assists in policy formulation. 

Area supervised.— Directly supervises work of motion-picture service staff. 

Background.—Bachelor of arts, University of Richmond, 1935; master of arts, 
University of Virginia, 1937; Columbia University, 1944. Experience: Virginia 
State Department of Taxation, 1936; research and assistant editor, the Common- 
wealth magazine, Virginia State Chamber of Commerce, 1937-38; assistant to the 
State comptroller of Virginia with primary responsiiblity for revenue estimating 
fiscal reporting and procedures development, 1938-42; War Production Board, 
Division of Management and Budget, 1942—43; Budget Analyst, National Housing 
Ageney, 1946-47; Division of Organization and Budget, Department of State, 
1947-49; Assistant Director, executive staff, Office of General Manager, USI] 
September 1949—May 1950; appointed Deputy Assistant Administrator, Inter- 
national Information Administration, October 1951; present position since April 
23, 1953. 

Mr. Bow. Was Mr. Grenoble with the Motion Picture Service in 
the Department during any period of time before he took over as head? 

Mr. Kimpauu. Yes, sir; since 1951. 

Mr. Grenosue. I have been deputy since 1951. 

Mr. Bow. So you are familiar with the things that have been 
going on? 





Mr. GRENOBLE. Yes, sir; I am. 

Mr. Bow. Before you start, may I point out one thing? Mr. 
Cowdin said there had been some criticism of the libraries abroad. | 
would just like to point out 

Mr. CLevenacer. That is the film libraries. 


OVERSEAS TRAVEL 


Mr. Bow. Film libraries. I would like to point out that in the 
statement of travel for the Motion Picture Service, we have these 
items of individuals who have been traveling abroad and inspecting 
libraries and talking to Embassies and making evaluations. Starting 
in August of last year I find ‘“‘To attend meeting of films officers in 
Kyrenia to discuss the effectiveness of overall program plans and film- 
evaluation activities, and to consult with Embassy officials on the 
effectiveness of program films and the establishment or review of 
programs to evaluate such effectiveness.”’ 

And here is Mr. Ralph G. Price, who left Washington and went to 
Paris, Rome, Athens, Nicosia, Ankara, Istanbul, Basra, Karachi, 
Calcutta, Rangoon, Bangkok, Hong Kong, Manila, Okinawa, Tokyo, 
Pusan, and Honolulu. 

I won’t read all of them, where they have gone, but they have all 
been made for the same reason; they have gone over there to evaluate 
this program and discuss it with Embassy officials. 

Mr. Stearns went to Rome, Athens, Cyprus, and Ankara. 

Mr. Remington went to Rome and Cyprus; I assume to do the same 
thing. 

Mr. Faichney went to Rome, Italy; Athens, Greece; Nicosia, 
Cyprus; Beirut, Lebanon; Istanbul, Turkey; Athens, Greece; Rome, 
Italy; Nice, France and Paris, France for the same purpose—the 
same justification for the travel. 

Elizabeth McFadden went to London, Beirut, Cyprus, Ankara, 
Rome, and Paris. 

Mr. Edwards went to London, Beirut, Cyprus, Rome, and Paris. 

Becky Sanford went to London, Beirut, Cyprus, Ankara, and 
Istanbul. 

Mr. Guarco went to Paris and Rome for the same purpose. 

Mr. Willis Warren went to Tokyo, Manila, Hong Kong, Saigon, 
Singapore, Bangkok, Pakistan, Beirut, Istanbul, Athens, Hamburg, 
Bonn, Frankfurt, Copenhagen, and Paris for the same purpose—the 
same justification. 

Mr. Edwards took another trip about the same time to attend a 
conference, to attend in Paris a meeting of films officers from European 
countries and to consult with officials in Germany and Austria on 
motion-picture operations. He went to Paris, Bonn, Munich, and 
Vienna. 

William Bacher went to Paris, Rome, Beirut, Cairo, Damascus, 
Istanbul, Ankara, Karachi, New Delhi, Caleutta, Bombay, Madras, 
Rangoon, Burma, Singapore, Hong Kong, Manila, San Francisco, 
and Los Angeles. 

Virginia Krog went to Paris for the same purpose. 

| would just like to know, with all of those individuals making trips 
around the world and with the number of people who went at the 
same time to evaluate this program, to discuss it with Embassy 
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officials—it just seems to me far too many people made trips, many of 
them around the world. And then today we find criticism of the 
library. 

I certainly hope the next time this group comes before this com- 
mittee that we will not find the number of people making those trips 
around the world and geing to other places at the expense of the 
taxpayers and then have criticism of the library. 

I just want to point that out following Mr. Cowdin’s testimony. 
It just seems to me utterly ridiculous that those things are going on. 
| think those funds could be used for a much better purpose 

Mr. Preston. Did all of those go at the same time? 

Mr. Bow. Practically at the same time. Many of them traveled 
together. It seems to me the Ambassador could pretty well have 
advised the Voice of America by letter of his evaluation, and certainly 

few of them would have sufficed. 

That is all I have at this time. 


tEAKDOWN OF MOTION-PICTURE SERVICE RY ACTIVITIES 


Mr. CLevenGER. This is the item for the Motion-Picture Service. 
The request is for $6,403,300. It starts on page 55 of the justifications. 

For new program material, on page 58, the request is for $2,253,563. 

For materials and equipment furnished missions, on page 61, the 
request is for $3,862,972 

We would like the details of this. 

We note for the mobile request there are 26 mobile units and 50 
projectors. 

Give us the justification on each. 

Mr. Grenosie. As you pointed out, our budget is broken down 
between three major activities. About 35 percent of the estimate 
will be devoted to the procurement of new motion-picture material 
for the field, new items of film material. About half of that will be 
drawn from acquired sources—in other words, material that has been 
prepared for other purposes in the United States, the most of it for 
private use, which we acquire for a very nominal price and adapt for 
oversea use. The vile half of the material will be produced for us 
under contract by private production facilities. We have no pro- 
ducing facilities ourselves. We have no technicians on our payroll. 

About 60 percent of the budget is devoted to servicing field mis- 
sions with the necessary foreign-language versions of films—that is, 
versions they use for exhibition purposes—with the equipment they 
have to use for the projection of the films in the field, and main- 
tenance of the equipment. 


FILMS CONTRACTED FOR IN 1953 


Mr. CLevencer. At this place will you include a list of the people 
with whom you have had contracts in the last year? 

Mr. GRENOBLE, Yes, sir. 

Mr. Crevencer. And the pictures, giving the cost and the amount 
paid? 

Mr. Grenos.e. All right, sir. You want a list of the pictures pro- 
duced in this fiscal year? 

Mr. CLEVENGER. By contract and how much they cost. 





IMS films produced in fiscal year 1953 


Contractor 


Telenews Productions, Ine 
Joseph Krumgold 
f Robert Carlisle Productions 
\ Audio Productions, Inc 
f Producers Film Studios 
\Telenews Productions, Inc 
Bennington College International Film Foundation 
Burmese Educational Mission Producers Film Studios 
Child Development (GAI fund Caravel Films 
to Bellevue Thomas Craven 
i Friendship Caravan lelenews Productions, Inc 
Dwigh Eisenhower, 34th Pre I ) Hearst Metrotone News, Inc 
United States 
f Ethiopia and Eritrea lelenews Productions, Inc 
China’s Fighting Men Cine-Service 
nch Technic?! Team in the United relenews Productions, Inc 
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Mr. Cievencer. Is there anything like competitive bidding in the 
production of any of these things? 

Mr. GrenosBue. Yes, sir. We bring in as much competition as we 
can, but, as Mr. Cowdin pointed out, the production of motion 
pictures is a creative effort and does not lend itself to engineering 
specifications like the construction of a dam or a building. But we 
do maintain a list of some 250 qualified producers of motion pictures 
who are in business in the United States, and on any given picture 
we endeavor to select from 3 to 7 competent producers for that 
particular picture. 

Mr. CLEVENGER. How many studios have you? Do you maintain 
studios? 

Mr. Grenosie. We have no studios of our own. That part of 
the work is done for us under contract. 

Mr. CLEVENGER. You are not operating studios? 

Mr. Grenosue. No, sir. The only professional people we have 
are a small staff of project supervisors who have the responsibility 
for supervising the work of the producing contractors, to assure that 
the film material meets the specifications and to avoid undue delay 
and cost. They spend a portion of their time on location with 
the producer. 

Mr. CLevenGcrErR. Were there any competitive bids with the Rath- 
von Co.? 

Mr. Grenosue. May I speak off the record on that? 

Mr. CLevENGER. Is it necessary? 

Mr. Grenosie. That is a classified project. Yes, sir. 

Mr. CLevENGER. Were there any competitive bids on that? 

Mr. Grenosue. No, sir. That was negotiated. 

Mr. CLevencer. Then it wou’t be necessary to go into that. 

You may proceed. 

Mr. Grenosie. Of the remainder, about 5 percent of the budget 
goes for program direction and administration. About 65 percent of 
our funds are spent on production contracts with project producers. 
Between 15 and 18 percent goes for the purchase of equipment and 
supplies for the field, and the remainder is for normal Government 
operations. 





EFFORTS TO ELIMINATE WASTE IN FILM PRODUCTION 


Mr. CLevENGER. In a previous hearing it has been developed tha 
you made a great many of these films with multiple sound tracks an 
found out afterward that many of them were not usable in certair 
countries or in certain places. What are you doing to cut out wast: 
of that kind and pinpoint the program on the objectives you want to 
reach? 

Mr. Grenosue. For the last 18 months, all of the new film materia 
for the field has been distributed first in the English-language version 
We ship out one print to a selected number of missions that are repr: 
sentative of the areas in which this particular film is thought to b; 
uselul. They are asked to advise us, first, Is the picture beneficial to 
the program; secondly, do you need any foreign language, or can vou 
use the English as is; thirdly, if vou do want any foreign languages 
what languages; and, finally, what changes would you make, particu- 
larly in the narration track, in putting it into a particular foreign 
language 

Mr. CLtevencer. That at least pinpoints it some 

Mr. Grenos_e. Yes, sir. 

Now may I speak to Mr. Bow’s point? 


OVERSEAS TRAVEL 


Mr. Bow correctly pointed out that last summer we did have a fai: 
amount of overseas travel. We are a service agency, not an original 
producer of motion pictures. Our role is to furnish the field missions 
with the kind of picture material they think is most useful to their 


field needs. 

We have always had the problem of identifying and defining specifi- 
cally, at foreign outposts, the particular tvpes of visual materials and 
content of narration which will be most effective to field needs. Last 
vear we had two conferences of film officers. The first occurred in 
August at Cyprus. Representatives at that conference were film 
officers and several political affairs officers from foreign embassies 
Countries from Pakistan westward, all through the Middle East, in- 
cluding Greece, Turkey, North Africa, were represented. It ran for 
approximately 5 days. We were able to accomplish more, I would say, 
in those 5 days than could have been accomplished in 5 years by letter 
writing, because the people sat around the table, the people on the 
firing line, and discussed their problems, discussed the reactions they 
had received to the programs, and defined the content of the new 
material for that area of the world. 

In December we had a similar conference in Paris at which all of the 
film officers and many of the public affairs officers from European 
countries were represented. That was a joint meeting with the MSA 
staff, at which time we were able to review our plans and MSA plans 
in Europe to assure a closely integrated and coordinated program so 
far as the European countries were concerned and to define the 
content of the motion-picture program, particularly the motion-picture 
program for Europe. 

It was necessary, in addition to the Department people who went 
out, of course, to bring in people from the posts for about a week’s 
conference. 





You mentioned Mr. Willis Warren. Willis Warren spends approxi- 
mately 60 percent of his time traveling in the field. He is an expert 
in the design and maintenance of equipment. He has saved the 
Government, I would venture to say, many times his salary and travel 

Mr. Bow. In what way? 

Mr. Grenosie. In the maintenance of such things as keeping axles 
from breaking on mobile equipment, how to make better use of 
electronic equipment in the projection room, how to improve the 
quality of the sound, what type of projection equipment is most 
suitable under varying field conditions. 

The motion-picture officers we have in the field must of necessity 
be generalists in that field, must of necessity be primarily trained in 
the use of motion pictures as a means of influencing people and not 
in the technical aspects of how to maintain some rather expensive 
equipment. We have not had the staff service to put trained, expe- 
rienced maintenance people at all of the major posts, and we have used 
the device of having one man, who for a large part of his time is in a 
travel status, to serve that purpose. 

Mr. Bow. Do you feel all those other people were necessary to 
attend that meeting? 

Mr. Grenosie. Necessity is always a matter of judgment, Mr 
Bow. 

Mr. Bow. Do you think good judgment was used in sending all 
of those people to this meeting? 

Mr. Grenosie. Yes, sir. I think it has paid for itself very well 

Mr. Bow. Even though the libraries today are under criticism? 

Mr. Grenosie. These people were not concerned with the mainte 
nance of film libraries as such; they are concerned primarily with the 
content of film material and the manner in which it is used. Actually 
the film library is nothing a a storage vault. 

Mr. Bow. I realize that, but what is in that vault is the thing, and 
that, as I understand, is what all of these people send over to them 

Mr. Grenosie. That is right. 

Mr. Bow. Now, that was a conference, and what was the justifica- 
tion for this further travel all around the world and going to areas 
when those people from the Federal Government, as I understand, 
came up to Cyprus to consult with them? And you have named 
some of the places they came from. 

Mr. GRENOBLE. Yes, sir. 

Mr. Bow. According to these travel records, these people had come 
in from various places in the field, and then your officials went to 
other places. 

Mr. Grenosie. That is right. 

Mr. Bow. What was the purpose of bringing them into Cyprus if 
you were going down there and talking to them over there? 

Mr. Grenosie. We have the problem here domestically of finding 
people who have had some actual experience in this field, who know 
something about the conditions under which the film is used. By 
the time you get a man as far as Cyprus or Ankara, you can send him 
on around the world for about the same price as you can turn him 
around and bring him straight home. We did send several of those 
people on around to give them an opportunity to contact some missions 
in other areas of the world. They did not spend very much time 
in the countries in attendance at conferences. 





Mr. Bow. May J interrupt you to ask why Elizabeth McFadden 
and Becky Sanford were required to go to London, Beirut, Cyprus, 
Istanbul, Ankara, Rome, and Paris? Why did those two people 
have to take in that area? 

Mr. Grenosie. Those were just points enroute. Their destination 
was the Cyprus conference. 

Mr. Bow. They went to London, Beirut, Cyprus, Istanbul, Ankara, 
Rome, and Paris. You mean they just simply passed through those 
places; they did not spend some time there? 

Mr. Grenosie. I know Mrs. McFadden stopped for a day in 
Rome, stopped for a day or two in Paris, and perhaps London. | 
am not sure about that. She visited the Embassy there to obtain 
firsthand knowledge of the conditions at that place. 

Mr. Bow. They were both at the conferences, and they were gone 
for over a month. 

Mr. Grenosie. I would have to examine the record, to get the 
details. I will be glad to get them for you. 

Mr. Bow. I do not know that I need any more details, actually, 
Mr. Grenoble. I have looked at this record, and I think it shows 
there has been abuse, and as one member of the committee, I would 
like to see the appropriation cut down to where it cannot happen 
again. You have your views, and I have mine. 

Mr. GRENOBLE. Yes 

Mr. Bow. I cannot help but feel that if it were properly super- 
vised, under proper leadership, it would be found that some of this 
was not necessary. 

Mr. Kimpautit. May I make one comment, Mr. Bow? 

Mr. Bow. Certainly. 

Mr. Kimpaur. I just want to state that I feel that the criticism you 
have made, and the request of the committee itself for this information, 
in my opinion, has been fully justified— at least, to a certain extent. 
It so happens that I made one trip, since | have been connected with 
he ILA, to attend the two conferences of the public-affairs officers, 
and | went through Rome 2 or 3 days ahead of time. There is a very 
important USIS mission there, and one point that was made to me 
that there are so many people who come through Rome, which hap- 
pens to be the port of call, so to speak, as you go through and as you 
come through, and they stop off a day, or stay perhaps a day, because 
the mission is so busy, and in some cases, doubtless, they have to spend 
a little time before they can see them. 

\bout that time Mr. Taber asked for information on travel, and we 
took this look at it; and I had a meeting of the important top people, 
and we just cut a lot of the trips out, and asked that all trip requests 
must be approved. Since that time we have instituted a procedure 
in the Department where all trips of more than $100 have to be 
approved either by the Administrator or by the Deputy Administrator, 
and as a result, I can say during the few months that I have been 
occupying the deputy’s position, we have been looking over each of 
such trips very carefully, and I think I have turned down more than 
i have approved. 

In other words, I think there has been laxness in the task, and I am 
not speaking just to this program alone, the motion-picture program; 
I am speaking of the whole program, and I want to speak for Dr. 
Johnson, who is not here, and for myself, when I say that we feel that 
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control was necessary, and I can assure you that more control will be 
exercised in the future. 

Mr. Bow. I would like to say for the record that I believe in many 
instances the actual going to a place to see the operation, and to get 
an understanding of it is necessary. 

Mr. KimBauu. Yes. 

Mr. Bow. I do not criticize that. My criticism is of the number 
who went, and I think that probably it could have been done just as 
well by fewer members of that group actually going over, making 
notes of what took place during their attendance at the conference, 

valuating the conference, and passing the information to on the 
others. 

[ would think there are many cases where actually a visit to the 
scene to see what is going on is necessary, to get a proper evs a“ ition 
of the program. My criticism does not go to that point at all, but it 
coes to what I think was that there were too many, and it cost too 
much, and the fact that probably a fewer number could have gone 
over and attended the conference, gotten the information at the con- 
ference and brought it back; and if they were not capable of getting 
together the information and of bringing it back and discussing it 
with other people, then they were not qualified to attend the con- 
ference. 

Mr. Kimpauy. I appreciate your comment very much, Mr. Bow, 
and I think your statement is quite sound. Of ene there are 
times in a worldwide program where you have got to have travel, 
and I think it is only justified that we should sakes t and make 
sure that the trips are necessary, and for valid reasons. 

Mr. Bow. I remember during the war we carried a little sticker 


on our car to save fuel, and save gasoline which said, “Is this trip 
necessary.”’ I think this is a good place to suggest that everybody, 
at a time when we are trying to balance the budget, should ask 


” 


themselves, “Is this trip necessary. 

Mr. Cuarrman. I would like to continue on some other matter, 
if | may. 

Mr. CLEveNGER. I would like to just interpolate here, Mr. Grenoble, 
that this is a part of your duties, to authorize travel, is it not? 

Mr. GrRENoBLE. Yes. 

Mr. CLevencer. And you are in agreement now that this is going 
to have your attention before the travel is authorized. 

Mr. Grenosie. Yes. We have cut, back substantially on travel. 
would say that the trips that took place would not be needed again, 

s long as we still have those people. Really, as a matter of fact, 
the travel is for inservice training, as well as to accomplish the actual 
purposes of the trips. 

The same thing is accomplished by people going to the factory to 
see how production is obtained. Our problem is to get people in the 
United States who can visualize conditions at a foreign post, as well 
as to actually get the information on what is needed for films. 

Mr. Bow. Mr. Grenoble, may I ask if these people who attend the 
conferences file a report? 

Mr. GRENOBLE. Yes. 

Mr. Bow. May I have a copy? 

Mr. Grenose. Yes; we will be glad to supply i 





730 


Mr. CLevencer. In view of the testimony on this item, there 
no question but what you will have to accept the responsibility for 
this situation, Mr. Grenoble. Will you continue, Mr. Bow? 


SHOWING THE FILMS TO RIGHT AUDIENCES 


Mr. Bow. Mr. Grenoble, on page 55 of the justifications, in para 
graph No. 2, you have this statement: 

And hold the ‘‘right”’ audiences, rather than just people who like movies 

What do you mean by “right’”’? 

Mr. Grenosir. Mr. Bow, as a part of the international informatio: 
program we have the same general guidances that are used by th 
radio, press, and other activities. 

In other words we have to identify first of all what we are trying to 
accomplish with our eftorts and what groups of people will be most 
influential in accomplishing our objectives. 

That is what we mean by “right’’ audiences. For example, if ou 
objective is to reach a labor audience; to show to the labor audience 
that labor does have an opportunity in a democracy to attain its 
objectives, and that it does not have to follow the Marxian concept 
or the revolutionary idea; and to show them that they do have an 
opportunity to speak for themselves as free citizens, when they li 
under a democratic setup; then we would address our efforts primaril) 
to the labor audience, and to the people of influence, who guide the 
destinies of the labor group. 

Mr. Bow. You state here that it is the effort to attract and hold 
the right audiences, and that you are being successful. Will you 
specifically tell us what was the audience, and give us some instance 
of what you do consider as a right audience. 

Mr. Grenosie. Mr. Chairman, may I speak off the record, be 
cause I think if I refer to specific countries, [ can be more objectiv 
and then I can put something on the record, if vou wish. 

Mr. CLevenGer. Very will 

Discussion off the record.) 

Mr. Bow. Now, back on the record, Mr. Grenoble: The instances 
which you have given us off the record: In those are you still holding 
holding the same audiences? 

Mr. GRENOBLE. Yes. 

Mr. Bow. You are still working with the same groups that you 
referred to in the discussion off the record? 

Mr. Grenosie. Yes; we worked with the groups as long as they 
continued to be import: unt in terms of our specific objective. When 
foreign policy changes, and the program objectives change, it may be 
necessary to shift the emphasis in a new direction. 

Mr. Bow. Do you have regular schedules of shows for those people, 
so that they have a regular scheduled program? 

Mr. Grenosie. Yes; and that is very important with the motion 
pictures. The element of repetition is very important, and we feel 
that unless we can go back to the same audiences with some degree of 
frequency we are wasting our effort. In expanding the program in 
certain countries, rather than running out in all directions in an effort 
to reach as many people as possible, without being able to accomplish 
very much, we have endeavored to build the program up in such a 
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vay that least once a month we are back to the same group of people 
ain, 

Mr. Bow. You referred, in the oft-the-record discussion, to some 
abor groups; these shows are carried to the same groups on a regular 
schedule? 

Mr. Grenosie. Yes. We work very largely through their own 
trade associations, and labor unions, and we also are still operating 
n the factories through local leaders. 

Mr. Bow. When films are acquired from private sources, are they 
edited by your group? 

Mr. GrenoBue. Yes; we edit them. 


PURCHASE AND MAINTENANCE OF EXHIBITION EQUIPMENT 


Mr. Bow. You spoke about these mobile units. The chairman 
asked you some questions about that. You have in here an item for 
purchase and maintenance of exhibition equipment, $691,967. How 
much of that is for new equipment, and how much is for maintenance? 

Mr. Grenosue, I have a breakdown on that, Mr. Chairman. We 
are purchasing 48 new mobile units and 150 projectors. Those are 
replacements of units that are currently in the program 

Mr. Bow. How many new units? 

Mr. Grenosue. Forty-eight units, and 150 projectors. 

Mr. Bow. The justification, in paragraph 3, on page 62 of the justi- 
fication estimates, states you are providing for the purchase of 26 new 
mobile units, and 50 projectors. 

Mr. Grenosue. I am sorry, Mr. Chairman; I was looking at the 
1953 figures. You are correct; it is 26 new mobile units for 1954, and 
\0 projectors. 

We have in the field today 355 mobile units. 

Mr. Bow. What is the cost of the 26 new mobile units? 

Mr. Grenosie. The new mobile units are estimated at $6,140; that 
is exclusive of transportaion, $6,140 each. And, the transportation 
of the mobile unit is about $1,000; that is the average. 

Mr. CLEvENGER. Is that a fully equipped unit? 

Mr. Grenosie. A complete unit. 

Mr. Bow. With the projector? 

Mr. Grenosie. With the projector, and the generator, screen, 
water tank, gasoline storage tank 

Mr. CLevenGcer. In other words, there is nothing more to be 
added? 

Mr. Grenosie. That is the cost of the unit. 

Mr. CLievencer. Do you use diesel engines? 

Mr. Grenopsie. No; we do not use diesel engines. We use a 
venerator which has a takeoff from the engine 

Mr. Bow. What do you figure as the total cost of the 26 new 
mobile units, including transportation? 

Mr. Grenop.e. The purchase price is approximately $159,600, 
and the shipment costs, $26,000, or a total of $185,600, according to 
my arithmetic. 

Mr. Bow. Then the balance of your $691,967 estimate is for the 
maintenance of units now in the field? 

Mr. Grenos_e. No. $17,000 is for new projectors, purchase price, 
and the shipment is $1,250, for a total of $18,250 
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Mr. Bow. Yes. What do you figure for maintenance? 

Mr. Grenosie. The maintenance will come to—the projecto: 
maintenance is estimated, for 4,117 projectors to be maintained, at 
$81 per unit, or a total of $333,477. 

Mr. Bow. Have you ever checked your estimate with the privat: 
facilities, to see how your costs compare with the amount estimated 
for maintenance of projectors by private concerns? 

Mr. Grenosie. This is based on our experience. I doubt ther 
would be very many private motion-picture facilities, which operat: 
the same way or under the same conditions as we do. These projectors 
in the field are taken around in the back of trucks, and automobiles, 
and are used by private organizations. The method of using them i 
substantially different from where a projector is in a permanent 
projector room, in a theater. 

Mr. Bow. Where do you intend to send the 26 new mobile units? 

Mr. GrenNosBLE. They are all replacement units that will be sent 
out next fiscal year. 

We are sending 1 to Burma; 1 into Indochina; 1 into Indonesia 
2 to Korea; 1 to Malaya; 1 to the Philippine Islands; 1 to Thailand 
| to France; 2 to Italy; 5 to Greece; 1 to India; 1 to Iraq; 1 to Pakistan 
2 to the Argentine; 3 to Brazil; 1 to Chile—I believe that is all; that 
is the total of the 26. 

Mr. Bow. Can you briefly tell us how many you have now in 
England. 

Mr. Grenosie. In England we have one unit. 

Mr. Bow. How about France? 

Mr. Grenosie. In France we have 20. 

Mr. Bow. In Italy? 


Mr. Grenosue. In Italy, we have 26. 
Mr. Bow. In India? 
Mr. GRENOBLE. In India, we have 25. 


MSA MOBILE UNITS 


Mr. Bow. Does the Mutual Security Administration also have 
this type of equipment? 

Mr. Grenosie. The equipment which the Mutual Security Admin- 
istration has operated—they have a number of motion-picture units 
have been consolidated in the joint missions now in the countries. 

Mr. Bow. Are any of those you have indicated for the Mutual 
Security Administration? 

Mr. GRENOBLE. No. 

Mr. Bow. How many does the Mutual Security Administratior 
have, with the consolidated operation? 

Mr. Grenosue. | would have to get those figures for you. I do 
not know how many they have. 

Mr. Bow. Will you get the number of them, and indicate where 
they are located? 

Mr. GRENOBLE. Yes. 

(The following information was received from the Mutual Securit; 
Avenc) 

According to our latest inventories, subject to possible adjustments, the follow 
ing mobile units, most of which can be equipped for showing motion pictures, wl 
be available for transfer from MSA to USIA: 





Country 
Germany 
Greece 
Turkey 
United Kingdom 


Total. .- ; 12 

Furope as a whole.—Four expanding trailers which have been touring NATO 

countries as the Caravan of Peace. (The trailers serve as subsidiary pavilions 
around a large circular tent which provides the main exhibition space. 

Italian private contract.—In Italy private contracts make available 29 trucks 
and 3 station wagons for mobile-unit purposes with options to buy the equip- 
ment at stipulated prices with allowances for sums paid contractors for 
amortization. 

Exclusions. —Excluded from the foregoing are seven mobile units used by the 
Productivity and Technical Assistance Division for technical exhibitions, such as 
demonstrating modern ways for packaging groceries and marketing them in a 
modern grocery store, etc. Since this activity remains with MSA, these units 
would not be transferred to USIA. 

Mr. CLEVENGER. It occurs to me that if there is going to be a merger 
of the operation, you might not need as many additional units as you 
are requesting here. 

Mr. Grenosue. This is based on the field requests, which take into 
consideration the part that the MSA budget has; they maintain their 
own units, and we are maintaining our units 

Mr. CLEVENGER (interposing). I know, but that does not answer 
my question. Do you know how many units you are getting 
altogether? 

Mr. GrenosiE. The same group of people who estimated our 
requirements are also estimating the MSA requirements. They do 
know what they have, and what they propose. 

Mr. Witser. They are provided separately, by the MSA program, 
for the information program. 

Mr. Grenosue. That is my understanding. 

Mr. CLEvENGER. I was just wondering, in view of the accessions 
resulting from the merger, whether you would not need as many. 

Mr. Grenosie. The mobile unit operation in Europe, for instance, 
has not been as extensive as in the underdeveloped areas, or the less 
well-developed areas in Asia and South America. 


OVERSEAS TRAVEL 


Mr. CLevencer. In connection with the order to revise the num- 
ber of trips, was that instituted by reason of the request of the com- 
mittee that you furnish this information? 

Mr. Kimpauu. That was instituted by the State Department, and 
may have been on the part of Mr. Dodge; that 1 would have to check 
It was a departmental order for the whole State Department, and it 
delegated to the Administrator and to the Deputy Administrator 
for ILA the authority. 

Mr. Bow. That was after the request was made? 

Mr. Kimpauu. It was after; it was subsequent to the time of the 
first request. 

Mr. CLevenGer. By the State Department, 

Mr. Kimpa.u. Yes. 





MOBILE UNITS IN KOREA 


Mr. Coon. I have just one question, Mr. Chairman, about the 
mobile units: You said one would go to Korea. Is there a need for a 
mobile unit in Korea? 

Mr. Grenosie. Yes. We are using in Korea today a fleet of 28 
of which 6 are expected to be exhausted this vear, and we are replacing 
2 of them, and we will have a total of 24 in operation next vear. 

They have been used extensively in Korea. 

Ir. Coon. We have an army over there, and we are fighting a wan 
in Korea. 

Mr. Grenosie. The Army is not doing this 

Mr. Coon. You mean to say that we have got to have this propa 
ganda material to show the Koreans why we are there? 

Mr. Grenosue. The problem is to keep the Korean people informed 
as to why we are there, and what is going on. We would be very happy 
to show you these films 

Mr. Coon. That is all; in fact too much 

Mr. CLEVENGER. Mr. Preston? 

Mr. Preston. Mr. Chairman, | have a good many questions on the 
report, which will take some time; and I wonder if it would be agreeablk 
to the committee to come back at 2 o’clock? 

Mr. CLevenGcer. Certainly 

Mr. CLevencer. The committee will come to order for further dis- 
cussion of the Motion Picture Service. Had vou finished, Mr. Bow? 

Mr. Bow. I think I am through, Mr. Chairman 

Mr. CLevencer. Mr. Preston? 

Mr. Preston. Off the record. 

(Discussion off the record. 


NUMBER OF PERSONNEL 


Mr. Preston. I assume these figures are correct. You can com 
pare them with vours 

I notice in fiscal year 1952 vou had 208 employees with a total 
appropriation of $10,520,000. 

Mr. Grenosue. Yes, sir. 

Mr. Presron. Yet in 1953, with a reduced appropriation down to 
$7,205,000, vou increased your number of emplovees from 208 in 1952 
to 251 in 1953. Is that true? 

Mr. Grenorie. Yes, sir. You are referring to man-years, | 
believe, and not positions. 

Mr. Preston. I am speaking of the number of employees. You 
people use various terms in the Government which are confusing 
[ am talking about the number of live bodies 

Mr. Grevonie. That isright. That was the effective employment, 
the man-vears of gainful employment we had available. 

Mr. Preston. So you have gone up with a reduced appropriation, 
which indicates you were using more of your appropriation for per- 
sonnel than you should 

Mr. Grenosuie. We are using a higher ratio for personnel this fiscal 
vear than we used in 1951 or 1952; that is right, sir. 





Mr. Presron. You are a product-producing organization. Why 
would you increase your personnel when you do not actually make 
these things? You contract for them. 

Mr. Grenosie. That is right. 

Mr. Preston. You do distribute some through your mobile units. 

Mr. Grenos_e. That is right, sir. 

Mr. Preston. Which is a rather antiquated way of distributing 
today, but it is necessary in the hinterlands. Why would you increase 
your employees when you have a cut in your appropriations? 
~ Mr. Grenosie. There are several explanations for that, Mr. 
Preston. 

In the first place, we have decreased the numbers of positions by 

7 percent, but, as always happens in an activity which expands and 
the n contracts over a 3-year period, the man-year figure, that is the 
number of full-time positions filled during the year, catches up with 
the number of positions. You reach a point where you have almost 
100 — employment. 

In the fiscal year 1952 we had authorized to us 304 positions, and 
we recruited against 304. We were actually able to realize in terms of 
full years of employme nt only 208 man-years, but we recruited in 
addition to the 208, some 20 or 30 positions which did not actually 
come to work until the next fiscal year. So in 1953, although the 
number of authorized positions had been reduced to 256, we were able 
to obtain 238.6 effective man-years of employment. 

Our 1954 figure drops off to 251 positions, but we will have 246.5 
man-years of effective employment. In other words, we are approach- 
ing a point where the man-year figure and the position figure will be 
equal. All of our positions are filled, and we have just the normal 
lapse as a result of the difference between the effective date of a resig- 
nation and the effective date of a new appointment. That is one 
lactor. 

There is another factor. Although the amount of money appro- 
priated to us has decreased about 40 percent between 1952 and 
the budget estimate for 1954, the amount of work we are going to 
perform has not decreased proportionately. In 1952 we spent better 
than half of our production funds on overseas production with a 
rather expensive type of product designed largely for theatrical 
distribution. The reel cost ran between $18,000 and $30,000. We 
have been able in 1953 to reduce the per reel cost down to an average 
of about $12,000. Iam hopeful we will be able to do even better than 
that and get it lower than that in 1954. 

This fiscal year approximately one-fourth of the new material which 
we produced and distributed abroad we have been able to edit from 
newsreel footage or material photographed for other purposes. So 
the cost for that material was relatively small, something like $1,000 
a reel. 

It takes just as mary man-hours of work to design the content of 
a low-cost film and handle all of the problems incident to putting it 
into foreign languages and distributing it as if it had cost $50,000 a 
reel. 

There is another factor. As we have cut our budget back we 
have had to be more and more selective on the types of materials 
we put into the films, where we send them, and how they are to be 
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used. It would be very easy to put every picture into every languag. 
for which we have facilities. A few people could order in blanket 
fashion. 

The minute you say ‘‘We cannot do that; we are going to put them 
in only 10 or 15 languages,’’ somebody has to analyze the situation 
and makeadecision. That takes staff. 


DISCONTINUANCE OF FILMS BEFORE COMPLETION 


Mr. Preston. Speaking of decisions, judging from the correspond 
ence I have read here, to which we referred off the record previously, 
it is noted that you frequently start out with the idea of developing 
a picture and before you ever get it completed you change your minds 
and stop it altogether, 

Mr. GRENOBLE. Yes, sir; that happens sometimes. 

Mr. Preston. Why would it happen? 

Mr. Grenosue. [t could happen for a variety of reasons. 

Mc. Preston. You are a good talker, Mr. Grenoble. 

Mr. Grenosue. All right, sir. 

Mr. Preston. Do not give me a long answer; just give me a short 
answer. 

Mr. Grenosuie. There are times when conditions change. We 
had a picture on Korea ready to be released when we were sitting on 
the Yalu River, and then the Chinese came in. That picture is still 
on the shelf. We are reediting, putting in the Panmunjom Treaty 
negotiations, but we have our fingers crossed. 

Secondly, the most difficult thing I have ever tackled is designing 
& motion picture which will accomplish the desired purpose with a 
foreign audience. We do an awful lot of cutting and trying. We 
frequently develop a subject, going through the research stage and 
the treatment stage, which is just short of writing a script, and then 
abandon it becaus® the story just does not pay off 

We may go through the script stage, and then it does not pay off. 
Dollarwise, the writing phase of a motion-picture production is the 
cheapest part. We will spend a smuch as $3,000 on research, treat- 
ment, and script for a picture that may cost $50,000 to produce. 


NUMBER OF PERSONNEL 


Mr. Preston. Goins 


r back to this other proposition with reference 
to the employees, I want to read a paragraph from our report of last 
year, Which was filed March 28, 1952: 


The « ommittee again foun | Its lf confronted with estimates for the information 

which contemplate an ascending scale of obligations during 1 fiscal 

h require substantially larger amounts to be appropriated during the 

lj year to maintain peak operation. The committee does not approve 

practice and wishes to emphasize the fact that when it recommends an 

appropriation for this program, it should be clearly understood that the Depart- 

! » expected to establish a level of operation which will not require re- 
if a similar amount were appropriated in the succeeding year, 

I am not sure but that you have violated the intention of the 
commiitee by the way you have increased what you call the man-years 
for fiscal year 1953 with a reduced appropriation. 

Mr. Grenosie. We have not exceeded the approved positions 
for the fiscal year. In fact, the ceiling of 256 which we now have is 
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omewhat below the figure which the committee approved last year. 
velieve the committee report was for $10,250,000 for motion pictures, 

id positions of around 300. We have been cut back to 256 positions 
ind must under $7 million in funds 

\ir. Preston. Well, you must bear in mind that the committee does 
not authorize any given number of positions. The authorized number 
omes from within your own organization. I suppose your budget 
people determine that. We do not authorize that. 

\Mir. Kimpauyt. Mr. Preston, the point which you have made is 
me we are very carefully aware of and fully in sympathy with, on 
that paragraph you read from the committee report. 

\M[r. Presron. I appreciate your sympathetic comment. I hope 
ou will do something about it. 

Mr. Kimpauti. That is what I think we are doing, sir; carrying it 

very carefully. 

Mr. Secnwarrz, Sir, this budget does exactly that for next veat 

Mr. Preston. That is always the case. You are always going to 

ow us something next vear. 

\ir. Scurwarrz. The going rate for the next year to sustain wl 

are asking for here is precisely the same as this budget. Tl 


at 
Ledt 
rea 
{ 
I 


1 
ll be no increases in that vear because of anvthing done in 1954 
\lr. Presron. All right | hope that can be done. Let us go on 
m taking up too much of the time of the committee, and I know 


have a limited time to hear this bill 


FILMS ON TURKEY 


In a report furnished by the Appropriations Committee investi 
vators there are certain comments to which | want to call your atten- 
tion. This is a criticism from Thomas E. Flanagan, public affairs 
ofhcer in Turkey, on Avgust 26, 1952. He says: 

The 4 films on the Turkish military are of such poor quality that it is believed 

ossible to rescue them as 6 reels as originally intended 

\s a result, these films were brought to the United States to be 

lited. Do you agree with that statement? 

Mr. Grenosue. He is referring 

Mr. Preston. Wait aminute. I did not ask what he was referring 
to Mr. Grenoble. Do you agree with that statement? 

\[r. GrenosBuie. No, sir; not entirely. 

Mr. Preston. You want to qualify that answer? 

Mr. Grenosue. Yes, sir. 

Mr. Preston. I will hear from you briefly on that. 

Mr. Grenosur. Those were pictures photographed for us by the 
Syracuse unit, in collaboration with the Turkish Government. We 
ran into a great deal of difficulty there because of conflicting juris- 
dictions, permits, police releases and so on that were required. We had 
a great deal of difficulty in photographing the material we were after. 

Moreover, we were doing a picture at the request of the Turkish 
Government, and we were receiving a variety of orders there as to 
ist what they wanted in the film. Those pictures were brought to 
the United States and then were subsequently taken back to Turkey. 
\y information is that they have been completed and are acceptable to 
the Turkish Government and they are satisfied with the quality. 





It may not be of the quality to which you and I as Americans are 
accustomed. 

Mr. Preston. Here is another criticism. There is no indication 
of where it came from, but it came from a letter. It does not say 
who was the writer. 


f 


According to the evaluation, it was the consensus of the group that instead of 
making people proud of Istanbul, the film, because of its lack of continuity and 
imagination, and generally poor visuals, would be more likely to produce a 
negative effect. It was concluded that nothing short of reshooting the entir: 
film could produce an acceptable product. * * * in spite of miracles performed 
by Cooper in the editing. 

Is that a correct statement? 

Mr. Grenos.e. No, sir. That picture has been cleared and 
now satisfactory to the Turkish Government. 

Mr. Preston. Was it reshot? 

Mr. Grenosie. No, sir; we did not rephotograph it. We were 
able to edit from that footage a picture which was satisfactory 
And again we ran into the same problem of the difficulty with police 
permits and so forth and the conflicting orders and requests from 
the officials with whom we were working. 

Mr. Bow. Will the gentleman yield? 

Mr. Preston. Yes. 

Mr. Bow. I wonder if the witness could identify the letter from 
which you have just read. 

Mr. Grenos_e. No, sir; I am not familiar with the letter. 

Mr. Preston. The report does not state. 

Mr. Bow. I noticed the witness was prepared for it, apparently 
and I thought perhaps he knew what it was. 

Mr. GRENOBLE. No. 

Mr. Preston. Here is another thing I want to ask about: 

\ letter from the American Embassy in Turkey to IIA Washington dated 
November 12, 1952, stated: 

This film was made for Turkey in an effort to build up tourist trade but th: 
Turks contended that if released outside Turkey it would impair their efforts to 
promote the tourist trade. 

Was this film made from IIA funds or MSA funds, or what? 

Mr. Grenosie. It was made from IIA funds. 

Mr. Preston. Why do we go over to make a tourist-trade film for 
Turkey from IIA funds? I can understand that MSA might do that 
sort of thing, for they are great chamber of commerce people. 

Mr. Grenosie. May I say a few words off the record about the 
Turkish project? 

Mr. Preston. Before you do that, is it true that the film was made 
to build up the tourist trade for Turkey? 

Mr. Grenosie. That is what the Turks hope to get out of it. 

Mr. Preston. Now, you want to say something off the record? 

Mr. Grenosue. Yes, sir; if I may. 

Mr. Preston. Do you have any objection, Mr. Chairman? 

Mr. CLevencer. I am not too sympathetic to these off-the-record 
statements. 

Mr. GRENOBLE. It involves the relationships of three governments, 
and I hesitate to put it on the record. 

Mr. CLevencer. That is further proof it is a dangerous thing to 
keep mixing into the internal affairs of nations indiscriminately all 
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r the world. It is a question of whether it leads to the building of 
vod will for America or ill will. 
(Discussion off the record. 


CRITICISM OF FILM CONTRACTS 


Mr. Preston. Now, you went into this project on a cost-plus- 
nercentage basis? 

Mr. GRENOBLE. Yes, sir; it was a cost-plus-percentage in the tech- 

ical sense. 

Mr. Preston. Well, is this a correct statement: 

IMS entered into contracts with a producing company. 


Mr. GRENOBLE. Yes, sir; we had a contract. 

Mr. Preston. Do you regard that as a sensible type of contract for 

uu to generally engage in? 

Mr. GreNoRLE. Yes, sir; it is typical of all of our contracts. We 

entify in our cost estimates as many direct costs as possible, things 

hich are attributable directly to the particular project and which 
would increase or decrease with the scope of the project. Then, in 
eeping with the custom of the motion-picture industry, we have to 
cognize that there is an element of indirect cost and an element of 
rofit. 

Mr. Preston. The report states: 
' the four pictures were made in one dialect when another dialect is 
lomina in the area. The distributor refused to give the production full 
ribution until the language change was made To date there is nothing to 
ate that the change has been made. 

That is a quote from the contractor’s letter to J. B. Faichney of 
IMS 

Mr. GRENOBLE. Yes, sir. 

Mr. Preston. Is that a correct statement? 

Mr. Grenosue. I am sorry; I am not aware of the problem with 
the language. I do know that the picture is in distribution. 

Mr. Preston. Are you sure of that? 

Mr. GRENOBLE. Yes, sir. 

Preston. You do not know whether that language had to be 
changed or not? 

\[r. Grenosie. I am not aware that the language was changed. 

Mr. Preston. I wish you would check on that. 

Mr. Grenosie. All right, sir; I will. 

Mr. Preston. At this point in the record insert a statement as to 
the accuracy of this. 

The information is as follows: 

rhe pictures referred to were completed in the language initially photographed. 
No change in language has been made and the language used is that recommended 

the American Embassy in that country as being most suitable for the audience 

which the pictures are intended. 

Mr. Preston. If anybody had pictures produced and used the 
vrong language for them, that would be inexcusable and intolerable 
do not know who would be guilty. If that happened I would like 

» have inserted the name of the person who was responsible for that. 

Mr. Grenos.e. I would be very surprised on that, sir, because 
n that sort of thing the Embassy would be controlling. They would 
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would determine the language that 
as doing this on a cost-plus ba 
a cost-plus-percentage-of-overh 
S made by somebody inspecting 
v an individual whom I will ident 


oO! tractor’s top é chelon ners 


1e had to drive his ow1 


That 1 i : c of supervision. The people there were go 


about in ex e automobiles with chauffeurs, and we were pi 
ing up rr 5 k and paving the cost That roes imto the cost 
produc tion. 

Vir. GRenNoB Yes, sir: it did 

Preston. It reflects loose supervision and control. 
. GRENOBLE There is a long story on that, Mr. Preston. 

Mr. Presron. We do not have time for a long story today. 

Mr. GRENOBLI I realize that This gentleman was with th 
Information service of a third country, and there was a period of tin 
when there was some diiference of opinion between him personal! 

th That was subsequ tly straightened out 
sron. That is understandable, because he further chai 
contractor had hired British people locally Lo work as part 
tractor’s ¢1 vs at salaries highet than awiiy British official Wi 
“2 Is that true? 
I do not know about that spectiie charge. I kno 


i 


i vgentiemi: was unhappy about the entire project for reasons oth: 


1 
1 
i 


| 
than just 
olf the picture 


f our relationship with the contractor or the co 
Mr. Preston. Now, another interesting comment he made w: 
that certain members of the contractor’s staff were socializing in thi 
evening with British officials and their families to a degree which h 
( laims caused embarrassments to thos offic ials because of the amoul 
of spending taking place 
There were Americans with a pocket full of money throwing 
awav freely over there, while the Britishers were under austere cond 
tions and were suffering. 
Mr. Grenosue. Yes,sir. The chief of that unit was Mr. (identific 
| record He and other members of the staff are good America 
_ affable type They did not understand the stri 
They fraternized freely with nationals of th: 
ybody Thev were the sort of hail-fellow 
i vas one of the things which was 
irritating this gentlema1 ye of the more austere parts of the 
British social s« 


OTHER PROJECTS 


Mr. Preston. We referred to an off-the-record sort of propositio: 
awhile ago, with two specific countries. You will recall thos 
countries. 


Mr. GRENOBLE. Yes, sir 





ry 


M The name of the company 


NAT PRESTON. 
ecord 

Mr. GRENOBLE. Yes, sil 

Mr. Presron. The charge is made, although you made 
vith this company, to quote the lancuage of the re port: 


Is 

Mr. Grenosue. No, sir. There were two pictures. One involved 
an individual who came from one country, and he was to see the 
United States through his eyes. There were certain scenes which 
were photographed here, showing his trip to the United States. <A 
vood bit of stock footage was also used, where it was not necessary 
that he himself appear in the scene. 

There was another picture which involved an automobile in which 
the mechanic who serviced the car appeared in the picture from time 
to time. 

But those were the only two instances, and the only reason why it 
Was necessary to do that was that we were contrasting the situation 
here with local situations. We had to establish the validity of the 
act that this individual, who was the hero of the picture, had been 

re. 

Mr. Preston. The statement is accurate, then, that they brought 
hem over here. 

Mr. (GRENOBLI : Yes, sir. But wi cid not bring actors and sere 
and a crew. They brought over one man and a vehicle. 

Mr. Preston. One man and a vehicle is all that came No 
lirector? 

Mr. Grenosie. | am not sure whether a photographer came 

Mr. Preston. No staff? 

Mr. Grenosue. There was no large staff that came 

Mr. Preston. Mr. Grenoble, | am sure you would not want to give 
this committee the impression that this actor and an automobile came 
over and that was all. 

Mr. GRENOBLE. | would be olad to insert in the record a list of thi 
p ‘ople who actually came, | have no personal knowledg » of precise ly 
now many came on that proj ct. 

Mr. Preston. That is better. You give us that information. 

Mr. Grenosue. All right, sir. 

(The information is as follows 

Records in Washington indicat hat in the e: if the first-ment 
he principal character >t ited St on private 
yaralleled close 

present 
transported at expense to this proj 
ervices were contracted for in the 

In the case of the second picture 

the United States to photograph t! 
mony was rented here 

Confirmation of the above information has been requested fror he oversea 


¢ t 


1issions concerned and will be furnished the committee at a later date 


Mr. Preston. Now, it is charged that in connection with this 


project we are discussing at the moment after the original contract 


was made another contract was entered into to make a survey of out- 
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lets for the pictures. This distribution survey was to cost $15,000 
The investigator Says: 

It is believed by us that this price is excessive because the information cou] 

have bee obtained through readily available sources of the motion-pictur 
id ry in New York City 
What is your answer to that? 

Mr. GreENoBLE. Well, the survey was made. It was to explore 

Mr. Preston. Do not tell me what it was for. We know what 
was for 

Mr. Grenosue. All right, sir. 

Mr. Preston. It was for distribution. Could you have obtaine: 
the same information in New York City? 

Mr. Grenosue. | would assume not. Otherwise the survey would 
not have been made 

Mr. Presron. You assume? 

Mr. Grenosuie. ! am not an expert in that field. I cannot say 
whether that information was available or not. The officers in charg: 
at that time, who were responsible for authorizing the project, I feel 
certain, looked into that possibility. 

Mr. Preston. I am satisfied you can get it in New York City, and 
that you can get a correct figure on distribution in any country in the 
world, up to date and up to the minute. I think anybody would 
agree to that observation that it would be available. 


SCRIPT ON TAXATION 


Now you have made two pictures, one of them called Stabilizing 


An Industrial Community. The other, which intrigues me, is a 
picture called Importance of a Sound Tax Structure. Where do you 
use a film like that? 

Mr. Grenosie. The Importance of a Sound Tax Structure or Pro- 
gressive Taxation as it has also been called, has never been made 
That is a script that has been under consideration for a period of 3 or 
4 years. In many areas of the world public officials 

Mr. Preston. You have not made the pictures? 

Mr. Grenosie. We have not made the pictures. 

Mr. Preston. All right. That is far enough. 

Mr. Grenosxe. There is a script on that subject. 

Mr. Bow. I was wondering if we could get a copy of the script 
With our present situation in the House it might be well to be informed 

Mr. Preston. Surely. 


LEGAL AUTHORITY TO FORM GOVERNMENT CORPORATION FOR 
INFORMATION PROGRAM 


Mr. CLEVENGER. Where is the authority to form these corporations 
and engage in corporate activities like this? Just how far are we going 
in that, such as with the Soundmaster people and the British? 

Mr. Grenonue. Those are established corporations, Mr. Chairman. 
We did not organize those companies. ‘Those are existing American 
motion picture producing companies. 

Mr. Cievencer. Perhaps you could cite the legal authority to 
engage in this activity. 
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GRENOBLE. With the two exceptions | mentioned 


Preston. That is what the chairman is asking about, 

xceptions, 

Mr. GrenNoBLE. With those two exceptions I have 
the record, all the other concerns are established American producin 
ompanies. 

Mr. Kimpauu. I think, in response to the chairman’s question, 
hould furnish a legal opinion. 

Mr. CLevencer. That really concerns me. 

Mr. Preston. We pick up the check for forming those companies 

Mr. Kimpauu. We will furnish a legal opinion on that, Mr. Chair- 
man. 

Mr. CLEVENGER. All right. 

The information is as follows: 


Che Department does not have authority to create or establish Government- 


ned or Government-controlled corporations for the information 
When private individuals establish their own private corporations in anticinat 
ntracts with the Department in connection with this program, the 


their own risk and the Department is not thereby placed under any ol 
is, for example, iblishing corporation for the translation and d 
00ksS Was esté ished as a private corporation by a group of individ 


e Department subsequently entered into a contract with that corporation 
rt of the ITA translation program. The |} 


It ook corporation also received funds 
al sources This project was ( sed with the \ppro- 
is Committee at the 1953 hearin 


‘ommittee’s report 


gs and ved favorable comment 


\ motion-picture corporation in the United States e 
rnorations in 2 countries referred in the testimony 
d in the Unit 


d States to perform a specified service. This enable 
ady establishe 


si 
I 1 American corporation to perform the work for the Govern- 
ent at a lower cost. 
The Department’s authority to enter into contracts is pt 
ymntained in Publie Law 402, 8Oth Congress, and in accordance ' provisions 
Public Law 152, 8lst Congress, The Department has no obligation wit! 


h resnect 


to authority 


» these corporations other than provided for in the contract 


SCRIPT ON TAXATION 


Mr. Bow. Before vou leave that, Mr. Preston, will vou viel 

st a moment? 

Mr. Preston. Yes, sir. 

Mr. Bow. Who prepared the script on Progressive ‘Taxation 
Mr. GRENOBLE. That was a contract with Ene pare 
ca Film Co. in 
Mr. Bow. W1] 
Vir. Grenosie. Grace Warne! 

Yor ollice 


\lr. Bow. She bad somet! 


Script 
Mr. GRENOBLE. She has had | 


ho is Grace Warne 


een working on that project. 

Mr. Bow. Is she a tax expert? 

Mr. Grenosue. No, sir; she isnot. She would n »an expert on 
he ontent of the picture. Her ¢ 

tion. She would be concerned with getting the visual materials in 
the film 


‘pertise 1 motion-picture produc- 
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Mr. Bow. I see she traveled from New York to Washington t 
have a discussion on Progressive Taxation 

Mr. GRENOBLE. Yes, sir 

Mr. Bow. When I saw that I wondered what she was talking about 
on Progressive Taxation 

Mr. Grenosie. We have reviewed that subject with our experts 
We have not been able to get a script which meets our requirements 

Mr. Bow. Did you discuss it with the Ways and Means Committe 
of the House of Repres¢ ntatives, by chance? 

Mr. GRENOBLE. No, su 

Mi Bow In ( ther words. this is a program on the Importance of ; 
sound tax structure which is purely worked out in your divisio1 
without any consideration to those who are given the responsibility 
of establishing the tax structure. 


Mr. Grenosue. Mr. Bow, we are not attempting to preserib: 
I } 


any particular tax structure for the United States or any particula 
area. The mission of this picture would be to document that a sound 
tax system is one means of establishing local stability, local govern 
mental stability 


Mr. Bow. I will not pursue it any further. I would like to have a 
copy of the script 


Mr. Grenosie. All right. I will be glad to furnish that. 
The information follows: 


ScRIPT ON TAXATION 


NARRATION 


We think of yesterday in terms of 
regret * * * only yesterday we say t 
* * the skies were bluer 
land fairer * * * the air 
* * 


sweeter only yester 


The grass had a special greer * 


there were more trees * * * peopl 
were kinder and taller, inclined to be 


generous and noble 


And life seemed fuller and more 
luxurious and filled with a great promise 
of things to come 

re entrance For only vesterday * * * We wer 


} 


childrer 


And as we grew up we learned slow]; 
fashioned s and tortuously that Life would not 
10. Match dissolve close u f si wait * * * that vesterday would not 
‘Fairlawns come again * * * and that things were 
changing about us * * *. 
For we were growing up And Lands 
change. People change. Styles change 
Customs change. 
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x 


close baby VOlee 


up of 


ap Pi\ ment 


eng ~ 


ar) 
creen 
* ably 
was a completely 
attitude of our people »'s 
Taking it courageously 
Taxes 
Startled 
Now he 
a little and he 
of outrage 
Now 


there 


things one most 


iy new 


* 


portant 
about 


o> &8 


Mi 


back 


about 


lium 
k ok * 

atc! 

hurt 


leep sense 


hee! 


Very 


Bawls 


close up 


s erving 


Ss expres 


Mother | 


ars 


urries to pick him there’s if ever 
door. worried 
Mother’s should 


Mother take 


uy atvpice reactio 


r appe at was one* 
) 


Babvy’s stricken 


C lose up over 
face 
into hous 
23. Father stands for a moment look 
after them In he 
is dropped some paper 
24 papers 
lax Form 
25. Medium = shot Father shakes 
ead, picks up his tax forms and resign- 
I to 


{ Evervbody 
the hurt 


face ji 
when 


Let Ss 


the excitement same WAV re 


( loseup on steps And taxes hurt 


back his caleulations 


\ YOoeS 


oor 


closes 
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SO loes tt l 


Open wider please * * * this zs goi 


and his weekly pay * * 
Here it goes into 

for his wife * 4 

1 see his pu . \ 
It hurts but * * * he gets 
in return 


kid may hate gymnasium. But 


nuscles and health. 
cross locker W hs he pro} ablv wants to do is 


book after ri up V a good book of advent 


‘arn to read? 
we've faced it 
does hate to pay taxes 
rather put a down payment 


tle fellow doesn’t 


fing 


s what we call an exemption 
So’s his mother 


wo of them add up to a 


tion for the workingman of 


r at lesk, | in ; room figuring 
laps them roe isn’t too hard these da 
up, crosses with the new simplified tax form | 
irns 3s it takes just a little time 
t He’s just sharpened 
a good sign. 
* * better sharpt 
in case * * , 
» go 
Oh, well, he’ll get 


+ * 


time 
Last year he paid $60 billion dollars 


all by himself * * 

were others. 50 millions 

’ . in all the States 
Territories of the land. 

Vien and women * * * young peo 

ple * * * everyone with a gross income 

f over $600 paid his direct tax to his 

late amped é : eame government 


awaii and Puerto Rico. 


h H 
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12, Animation * * * Appropriatesym- 

ils pop on in upper Mid-West section. 
B. Symbols pop on lower central 
C. Symbols pop on upper easter 

). Symbols pop on lower eastern 


D. 
EK. 
I 


Symbols pop on western 
Symbols pop on lower wester1 
and southern sections. 
G. Symbols pop on 
Hawaii 
H. Stamp 
Paid!”’ 
13. Medium 
senhower, 
ts it. aside. 
14. Realist stamp comes down hard 
President’s signature. ‘‘Paid!”’ 
Fade out and into 
45. Exterior modern school 
Dissolve to 
16. Classroom in session. 
17. Sweeping pan over room coming 
to rest on teacher at side of platform. 


Alaska and 


comes down again 


full, President 
tax form, 


closeup 


finishes smiles, 


building 


18. CU of teacher. 

youngsters file solemnly 
William, tall and 
height pretty 


19. Three 

the platform. 

ingling, Mary, average 
rl, John, a half pint. 


50. Camera back to include teacher 


51. John draws down Federal reserve 


52. CU of chart. 


53. John’s head reaches indi- 


cated 


as 


up 


54. Cut to teacher. Medium. 


55. Quick cut to group of boys listen- 
ing intently 


NARRATION 


Who pays taxes? 

The butcher, the 
stick maker 

Auto mechanie and 

The banker 

Doormat 

The 

usher. 

Doctor Indian chief 

Policeman—firemar 


Soldier 


the candle- 


baker, 
‘ lass 
taxi-driver 
baseball plaver 


conces 
lawver 
sailor 


Vole Gentle 


Fanfare Formal 
, of the I 


* * the President nited 


How is it paid? 
Let’s go back to school for a 
To our Fairlawn Junior High 
Because here the class in civies is study- 
ing the withholding tax and its three 
tvpes of income tax returns. For these 
juniors today are the citizens of 
row. (wire recording 
ground noise which 
throughout 
Voice replaced 
during this 
John, William, 
vour places at the 
Now the main 
tax 
tax buré 
so that it 
individuals 


moment 


Scho »| 


tomor- 
Back- 
low 


class 


room 
continues 
teacher’ 


by woman 


sequence 
Mar will 
blackboard 
of the 


to broaden and 


ake 


you t 


Fede ral 


equaliz 


purpose 
Incorne 
the 


out 


is 
len, spreading, spreading it 
heavily those 
afford to 


or tne 


taxes most 


earners. 
Go 
family tax 
country. 
There You see 30 
families pay no direct 
percent pay from Sl to 
pay $100 to $199 
John, just point 
right. These lines represent the 
income groups and we find the 
largest share f the tax burden 
Twentv-five percent pay S200 to $499 
and 19 percent pay $500 to $999; and 
over there on the right we see that only 
1 in every 10 families pays more than 
$1,000. 
Now 


how the 
pre ad out in this 


ahe: see 


} 


percent 
tax al 
SUD. YO 


of ur 


all. 7 
peres nt 


to those lines on the 
middle 


here 


that is what I mean by grad- 
uated taxation and by spreading the 
tax burden. You see our Government 
tries to fit the tax to individual circum- 
stances and ability 

Now those are direct texes and we all 
know there are all kinds—corporate 
taxes on our business firm accounts for 
a very sizable share of our Govern- 
ment’s income—and then there are the 


TO DPV. 
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56. Cut to 
but interested. 


group of girls—puzzled 


57. Quick cut to small confused gir! 


frowning solemn, baffled but interested 


58. Cut to teacher Cl 


self-conscious 


of William 


60. Camera back to include kids on 
platform. Mary briskly holds up chart. 


61. CU of W-2 Form 


62. Camera medium on_ platform 
shows John helping the gangling Wil- 
liam hold up his chart. 


the half-pint, holds 


as big as he is. 


63. John, 
chart almost 


up 


64. CU chart 1040. 


Medium shot 
her chart. 


65 as Mary holds up 


66. CU of Mary’s 


teacher continues. 


earnest face 


as 


67. Camera back to medium shot of 
teacher. 


NARRATION 


hidden taxes and State taxes and all t! 
other kinds. But today we are studyir 
withholding taxes and I want 
right here we are the only Nation havi 
this type of taxation, which 
means collecting the tax at 
by withholding a 
income. 

Now we know William’s father wor! 
in Mr. Edwards’ department store. 

So every week Mr. Edwards holds 
back a certain percentage of William’s 
father’s salary, turning it over to thi 
Government to apply against his 
vearly tax that at the end of th 
year, under ordinary circumstances 
William’s father’s tax has been paid 
up. 

Mary, 


to sa 
simp 


the soure 
percentage of t! 


so 


the smal 
type of 


will you 
chart? This is 
receipt that Mr. 
William’s father at 
vear. In _ this 
a W-2 form 


hold up 
simply the 
Edwards sends to 
the end of eact 
case it is known as 
Now remember the Gov- 
ernment not want | penny 
that it is entitled so so let us examine 
our return carefully. 
William just hold 
chart for a moment. 
three types of return 
the simplest of the three. 


does more 


up that other 
Here are th 
forms. l1040A 


Just hold 


it steady, William, thank you. 
If this form is filed you do not even 


need to figure your own tax. Simply 
answer the questions and the tax will 
be figured for you. The tax collector 
will then either send you a bill for 
overage, or a refund. Now this forn 
is used only on incomes less than $5,000 

John, will you hold up that next 
chart. This is short form 1040. Or 
this short form you must figure out 
your own tax but you may include in- 
come from sources that are not allowed 
under form 1040A For example, Wil- 
liams’s father may have other sources 
of income which bring his returns to 
more than $5,000 a vear and he may 
want to make certain nonbusiness 
deductions in which case this is the forn 
William’s father would use 

Now Mary, if you will hold up that 
last ehart. This applies to incomes of 
$5,000 or more and you must use long 
form 1040 in that case. This allows you 
a choice of either accepting a standard 
deduction of 10 percent or 

* * * working out your own tax, 
claiming your legal deductions. If 
William’s father’s income is more than 
$5,000, this is the form he must fill out 

So you see that the withholding tax 
primarily simplifies the tax structure, 
broadens and equalizes the tax burden, 
and puts into effect a kind of enforced 
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68. Camera draws back to include saving which protects the taxpayer from 
ntire classroom. Moves back until: being confronted with a huge debt to 
his Government at the end of the vear. 

Fade out School atmosphere via recorder fades 

Fade in with picture. Narrator resumes 

69. Stock shot coal train coming up Why? 
from underground. Small flashes of Why do we pay these taxes? 
ight relieve darkness and barely out- We don’t like taxes any better than 
ine train as it moves slowly into day- anybody else * * * anywhere in the 
ght. Miner is perched on forward world 
ar Not far from Fairlawns is a coal mine. 

70. Imposition of tax form 1040A This miner, for example * * * why 
optical) over miner as he swings off should he * * * (hesitates ; 
ar. 

71. CU large umbrella. It is rain- 
ng at mine head. Small boy under 
mbrella Waiting 

72. Miner joins boy, takes umbrella I guess that answers that 
{rm in arm they go off together. 

73. Cabin in forest clearing. LS Very far away from Fairlawns, many 
Van stands, rifle in hand, tensely look- mountains and rivers away in fact is a 
ng down road. (Optical as before im- small house in a large forest 
poses tax form 1040.) 

74. Camera fan picks up forest fire, This man is a hunter and trapper 
n near distance. Why should he want to pay his taxes? 
75. Trueks roar down road past man And that’s the answer to that. 
dentified as fire-fighting equipment 
Vien on trucks wave. Man waves back 

76. Cut to Statute of Liberty. North of Fairlawns is a large statute 

in the harbor of a great city 

77. Elderly man and woman at stern This man wants the opportunity to 
f ferry as it pulls into Ellis Island. pay his taxes 
Imposition of Immigration Service 
questionnaire. ) 

Slow dissolve to: 

78. Original house and yard in Fair- And our friend who owns the little 
awns. Father is keeping aneveon baby house in the real-estate development? 


vho is again trying to negotiate steps What’s his reason? 
79. Camera back to include neighbor Well * * * it might be put as simply 


eaning over fence. Waves and ealls. as this * * *, 


Father picks up baby and walks over to He knows the history of Fairlawns 
fence for a chat. and he remembers that once the only 
person who could afford to pay taxes 
was the man who lived in the big 
house * % 
* * * On the hil 
Now he is a shareholder in his country 
And proud of that responsibility 
80. Close two shot at fence. Neigh- And his neighbor, leaning over the 
or treads from letter. Father holds fence 
baby under one arm * * * listens 
rravely 
Optical imposition of tax forms appear That’s William’s father * * * the 
briefly above each man’s head one who works for Mr. Edwards in the 
department store 
Why does he pay taxes? 
Well, the letter he’s holding is from 
his other son 
The boy who went to Korea 
81. Quick cut to photo. Soldier in Chat’s a picture of him 
uniform, 
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82 
Cai 


to neighbor 


Father shifts baby awkwardly 


era moves back. Hands back photo 


forn ~ 


pocket 


at table 
and 


mar 


Official joins young 
looks grin 


folder 7% 


off 
chair and 
for the 


ly young takes hat 


strips off coat, stuffs it under 


reseats ng 


worst 


ay. ¢ man takes out hand- 


ief, wipes brow 


RR 
table. 
As camera 


Another 
Inspect s 


draws 


official 

papers 
back 

man by 
man 
coat and hat and follows 
me higher aut! 
Fade out. 

Fade in 


89 Lon 


joins them at 

* * * frowns 
first man 
arm and leads him 


picks up the 
2 


rises 


takes vé 


ung 


y 
{¥ nT tnanah. 
otl Second Ltrenen 
presum- 
ablv to so ority 


r directing traffic. 


Fairlawns post 


down to newstand on 


post of 
93. CU Headline Tax Scandal 
Quick montage newspaper headlines. 


94. Man 
it*** 


buys looks at 


paper * * * 
- stalks off. 


frowns * * 


NARRATION 
thing * * * it seems they’ 
out light armorplat« 

to help deflect the shatter 
ing mortar shells * * *jeos 
the War Department plenty, but act 
ally saved the bov’s life eS Bit all i 
the letter there. 


somehow 


Funny 
us put 


vests 


pursts ol 


taxes don’t seem too bad a 
price to pay for a life ~- © 


that one 


as dear a 


in this country the failure t 
* * * or make a false: r 
criminal * * * notga civi 


Because 
pay 
turn 18 a 
offense. 

Punishable by a heavy fine. 

A stiff jail sentence. 

Or both. 

Why does he pay a tax? 

Because he must. 

The final responsibility for comp! 
ance with the tax law still depends to a 
large extent on the voluntary action of 
the taxpayer. 

Nine out of ten citizens comply wit} 
the tax law * * *. 

Voluntarily. 

The tenth is dealt with 
for it is a law of the land. 

And the people through 


gress made it so. 


taxes 


summaril\ 
their ( On- 


The tremendous increase in personal 
income * * * the lowering of personal 
exemptions * * * and the general in- 
crease of the tax rate at all income levels 
have made us all partners and share- 
holders in a way of life which we believe 
in. 

And we realize we must support in all 
ways whether by sacrifice of person or 
money * * our beliefs. 

Taxes are the means of maintaining 
that belief 

And only 
equality 
hrough 
yurden. 

* > 


continual for tay 
and the taxpayers welfare 
the fair distribution of the 


concern 


Tax 


; 
( 
} 
f 


erits 1ts support. 

A perfect system? 

Probably not 

3ut for a young country it will have 
do until we, acting as partners and 
equals, can work out something better 

Perfect. 

Hardly. That 
loudly of a Tax Scandal. 

Yes * * * scandal * * *, 

And on the front page for all to see, to 
acted on, investigated. dealt with, 
"2 ended. 

Yes * * * read your daily paper 
Become indignant * * * and be glad 
you have the right to become indignant 

Because you, through your Congress, 
can do something about it. 


to 


newspaper headline 


be 
and 
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Father sitti 
Baby is 
way 


Me dian shot 
paper. 
figuring 


steps 


reading 
a 


Ing arou out 


Father 


reflectively 


OH puts dow! 


Q8. Father picks up baby seat 


Both read the paper 


in LS parade of returning 


Diss 
100 


olive to 
Graduating day 
and gown et¢ 


parade at col 
re Cap 
Ol. @ 

v 


out 


lick cut small stock cer 


t 


to sea past lighthouse 


‘ut to elaborate public 


Arrival of Constellation 


ers disembarking. 


104 Whole horde of 


New York cent 


nost 
n steps, 

lice 

105. 


over 


armer and county agent 


attractive contour ground 


106. Cut to house partially built. 


107. C 
W 


ut to housing project brand 


107A. Federal courthouse. 

108. Long line of men standing before 
soup kitchen. 

Dissolve to 


109. Two elderly men playing chess 
in attractive park. 


110. Cut to Capitol in Washington 


LS 


Dissolve to— 


NARRATION 


Heres our frien 
’s reading 


strengtne 

No, he 
and because he 
left 
prompted 


question 


IS worried a 
may 
out of every 

to 

of his 

MW here does it go! 


What did he 
Is he the 
the Veterar 
in his 
Insurance, hospi 


get for his $60 billior 
ssf \rvice 


Is he a r ne 4 i 

at his command in time of danger and 
working at all t 
pleasure 

Has he a car 


Depart 


boatman oast 


(ual 


mes to make | h 


His 


ment 
roads, 

Does he 
Aeronautics 
sale 

Want 


Wlil St 


to mail a 


eed it along 


Is 
Lion 

Perhaps he 
a home 

Let him turn for aid to the 
agency. 

Or an apartment 

The Publie Housing 
will work on the problem 

Has he need of legal aid? 

Here’s his court and her 

Is he out of work? 

His taxes have provided insurance in 
the form of social security. 

Or getting on in life * * * 

The old age pension plan helps out. 
It should. 

His taxes paid for it. 

W here does it go? 

Not just for your old-age security but 
for your personal protection, for your 
defense. 


Service is at his elbow 


needs to build 


money 
tT 
Home Loan 


9 
inh 
Administration 


to live 


’s hi 


lawyer 
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111. LS jet fighter planes roaring For vour life. 


Sixty billion dollars 
An imponderable figure 
Massed soldiery A terrifving figure 

Massed people in square But translated into 


human terms 
Germs under microscope means * * * service * * * life * * * 


past 


112. Quick montage 


protection 
113. Cut to medium shot 


Kids at swimming pool 
Lifeguard in chair 
Dissolve to 


| } Waterfront Piers Ship loading But it dot sti t stop 


here on these 
carg Boxes-cars-food swing aboard I 


ores alone 
Those tax dollars travel around 
world * * * 


Deeply laden ship puts out to $v ship to countries stricken 


flood and famine * * * 
Huge army planes or stock shot By 


lin Airlift 


Stock shot Freedom Train * * * 


airlift to countries isolated | 
blockade 

$y every means available to he 
those nations who stand in danger 


aggression 


18. Man holds baby rh wi The 
‘s picture MS 


greeting it in France 


ol 


man in Fairlawns whose bab 
has just crawled up the first step of the 
back porch may never meet hs counter 
part in 

an family or CGrermany, 

tandem Baby in front in basket 

120. French couple at cafe Baby 
propped up in chair 


121. Italian family Italy 





Q Stock shot Gern 


France 


Mav never fully understand their 
customs, behavior, language. 
Cricket game May never appreciate their games. 


traders bargain And their way of dong business. 


photo Williams father But he is rapidly becoming aware that 
taxpaver Son in Korea the sun does not rise and set in Fairlaw: 
alone 


ither, Mother and Baby parade Just as he is aware that his tax dollar 
mailbox as Tax form is mailed. instead of making him a slave, makes 
him @ partner 
em at box In an enterprise 
; 


into mail \ free enterprise known as his govert 


26. MS Postman meets tl 


es letter personally 


gets 


truck ment 
127 


27. Repris f Shot No. 1 Wooded Yes, there 


’s been a change since those 
Country Ros 


old days of the big house on the hill 
128. Repri f Shot No. 6 as old \ change that makes logical and nec 
fashioned auto comes in sight of Man- essary the privilege of taxing ourselves 


wr! 2 equals 
129. Reprise shot No. 9 old Fairlawi 


For the power to tax involves a per- 
sign in seript 


sonal pride of participation as well as 
the maintenance of a chosen way of life 
And perhaps our nostalgic memories 
he good days is a mistaken one 

or only yesterday we were children 


Reprise Shot No. 9 new Fair 

y of t 

Father, Mother, Baby are stand- I 
ew sign MS 

Camera pulls back to reveal 


And today we have grown up. 
rlawns as it stands today 


Mr. Preston. There are a lot of things in here. 
\ir. Bow. Excuse me for interrupting, Mr. Preston. 


whether you were going to go to those next 5 or 6 pictures which are 
referred Lo 


I wondered 





Mr. Preston. Let me see. 
Mr. Bow. Under paragraph 4 
Mr. Preston. Yes. 1 remember reading this last night. 


PICTURES COMPLETED BUT NOT USED 


The report reveals that the following pictures were made but not 
used. It strikes me the at they could have a pretty useful purpose. 

Five hundred feet of 35-millimeter footage on the conversion being 
accomplished of ¢ adhiontel Foundry & Machine Co. at war work. 

Twenty thousand feet of 35-millimeter coverage of Republic Avia- 
tion and Grumman Aircraft. 

Forty thousand feet of 35-millimeter film on General Motors plant 
activities in 3 locations: Cleveland, Indianapolis, and Vandalia. 

Five thousand feet. of 35-millimeter film on the Allison plant, In- 
— First Walker Bulldog tank, Cleveland. Ground break- 
ing at Aero Products for a new building, Vandalia, Ohio. 

The cost of this operation was $100,000. However, the film was 
not used 

Mr. Grenosie. Well, sir, we are editing a film out ef that. Those 
footages were shot after the Korean outbreak for use in the event that 
we got into war. It was material which would document the industrial 
strength of the United States and the speed with which we were con- 
verting to a war footing. We caught the first conversion after the 
Korean outbreak and were prepared to release that material. When 
nothing further happened, the policy directive was: 

Lay off the war preparation begause the.Commie line was that we are a bunch 
of warmongers anyway, interested in spreading this conflict to a world war 
and we held the footage. We are editing a picture on the west-coast 
aircraft industry, particularly the conditions of the workers in the 
industry, which will be released before too long. The rest of it is 
stockpile material for use if we ever need it. I hope we do not. 

Mr. Preston. Well, I guess that is about the best answer that could 
be given under the circumstances, but it is pretty general. You 
could go a long way in stockpiling, you know, if you just want to 
stockpile. 

Mr. Bow. I wonder whether our friends in Europe might not have 
been interested in whether we could produce or not. We are talking 
about setting up NATO and being able to equip all these things. It 
seems to me it might be of great interest to the countries who are 
supposed to be our friends to know something about our potential. 

Certainly Soviet Russia knows what our potential is now. Any 
pictures which were put out by these people would not advise Soviet 
Russia of anything about us, essentially, they do not know already. 

Mr. GreNosBLE. We do have many pictures which show the strength 
of American industry, but not with emphasis on war preparation. 

Mr. Preston. That is really a debatable question. There is some- 
thing to be said in favor of showing those films now, because in certain 
quarters of the world they have respect for nothing but force, strength 
and potential. Any sign of weakness is quickly taken advantage of. 
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PRODUCTION OF FILMS IN 1954 


What is your planning for this coming fiscal year? Do you hav: 
any ~— how many pictures you plan to produce? 

Mr. Grenosie. Our budget will permit us to produce approxi- 
mately 254 reels of new material. (One reel is 10 minutes of screening 
time.) Of that 56 reels we would expect to photograph overseas and 
198 reels will be domestic production. 

Mr. Preston. Domestic? 

Mr. Grenosie. That is, photography reflecting the American 
scene here in the United States, Of the 198 reels 85 will be documen- 
tary in the sense that they will deal with life situations in various parts 
of the United States. The remainder of 113 reels will deal with news 
events and material of topical value. 

Mr. Preston. You expect to produce those in fiscal 1954? 

Mr. GRENOBLE. Yes, sir; they will be produced for us on contract. 

Mr. Preston. In fiseal 1954 

Mr. Grenosie. In fiscal 1954, ves. 

Mr. Preston. Paid for out of this appropriation in fiscal 1954? 

Mr. GreNosLeE. Yes, sir. 

Mr. Preston. Do you have scripts for these reels vet? 

Mr. Grenosie. No, sit 


WRITING OF SCRIPTS 


Mr. Preston. How long does it take you to get a seript? What 
is the average? 

Mr. Grenosie. We can get a script written in anywhere from 15 
days on up, depending upon how much research is necessary to canvass 
the story. I would say on the average the scripts run 30 to 45 days 
We do have a stockpile of scripts that we review. Many of them may 
go into production next year. 

Mr. Preston. Do you have any scripts prepared for fiscal 1954? 

Mr. Grenosie. Yes. I misinterpreted your question. I thought 
you were asking whether I had the scripts laid out on all of the reels 
budgeted. We have many scripts. The actual decision will be 
based on the word coming in from the field, which is what we are 
getting now, on what are the requirements for the new fiscal year 


OBLIGATIONS AND EXPENDITURES 


Mr. Preston. What are both your unobligated and unexpended 
balances as of June 1? 

Mr. Grenosue. Our obligations were pretty well right up to the 
zero line, Mr. Preston. On expenditures we would have to get that 
for the record. 

As of May 31 the books show we had a total obligation of 
$5,921,000 out of an availability of $7,121,000; so there was approxi- 
mately $1.1 million unobligated as of June 30, or May 31. I know 
that our current balance is just about on the zero line; as close as 
you can get. 

Mr. CLEVENGER. You meant June 1 instead of June 30? 

Mr. GRENOBLE. Yes, sir; May 31 or June 1. 

Mr. Preston. Do you expect to obligate that during this year? 





~~ 
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My (ZRENOBLE. That has been o! ligated: yes, sir 


Mr. Preston. Since June 1? 
Mr. GRENOBLE. Yes, sir 
Mr. PRESTON. That is interesting. I would hke to know how 
you obligated that much money since June 1 
Mr. Grenosue. All right, sir. I can give you a statement on that. 
The information is as follows:) 
rations recorded on boo ] na montl Jur 
ATOUg J une ot, 
I. Documentary productions, domestic: 
Authorized 
Apr. 6, 1953: Lest We Forg o 
\p! }, 1953: Patterns of American Tl ight 33) O60. OO 
Apr. 21,1953: What Can a Man Believe and 
Apr. 17, 1953: What Can a Man Do 
\pr 1953: Coast to Coast 
\pr 7, 1953: House Divided \ Nat 
\pr 3 53: Science iv \merica 
Apr 5, 1953: Panchatantra Stories 
Jan. 14, 1953: New Agegressior 
June 10. 1953 Hoja Mieets America 
Apr. 29, 1953 | rith Wi Hold 


{ 2 825. 00 


gazine sequenct 
thorized 
\pr. 1 
\pr ] 
May 2 


7: Ozark New 
7: Lighthouss 


Ll: Statue of Libs 
May 21: Winter Laboratory 
(pr. 17: Career Womer 

May 22: Industrial Model 

May 21: Radar Today 

\pr. 17: Veterinarian Stude 

\pr. 3: Summer Concert at Jefferson Memorial 
(Apr. 17: Main Minstrel 

May 4a: T\ in Education 

May 21: Road Racing 

May 21: News Magazines Nos 

\pr. 17: Small Town Teacher 

May 21: Wild Water 

\pr. 17: Little Theater 

Feb. 27 Bok 

Jan. 19 

Apr. 17 
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10: Wilderness Li 
une 9: School of Ozarks 


Apr. 9: Boston Marath« 
Subtotal 


| topical coverages: 
ircus Comes to Bellev 
uth American Tour 
nited States Seer 
East and Sout! 

The Haver 
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na month of June 1958 pre pared J une 


O, 19538—Continued 


imo f 


llaneous $500. 00 


lagazir os, 62, & I . 7. 48 


Magazines ( 53. 5 f 18 


Magazir 


62 
87 
Hh 

75 
OO 
92 


12 issues, 24 reels 2 O0 
30) 


proj 
dn 
Projec \ 200. 00 
Project B 5, 887. 10 
Project 2. 650. 00 
Project 5, 000. 00 
Project | 2. 000. 00 
Project 2, 500. 00 
Project 2, 000. 00 
Project H 31, 750. 00 
(‘ascad rit 10, 575. 40 
Korea r 3. 200. 00 
Svracuse versity (payment for 12 reels of foot- 

t aphed abroad throughout the vear 


pproval of the Embassies and De- 


for missions 


nents to foreign posts for 
nance parts for equip 
66, 764 
51, 236 


103, 039. 99 


1, 044, 028. 32 


vosLE. The bulk of our productions are obligated late 


production phase of our work is obligated in the last quarter of 

1e fiscal vear. We normally spend the first 5 months of the fisea! 
year developing the scripts and the content of these pictures and the 
actual production is initiated in the last quarter. I am hopeful we 
are going to be able to sneed that up 

Mr. Preston. What was the amount? $1 million plus? 

Mr. GReNoBLR. $1.1 million. 

Mr. Presron. That was unobligated June 1? 

Mr. GRENOBLE. Yes, sir 

Mr. Presvon. And it has been obligated since then? 

Mr. Grenosie. It has been obligated in the last 30 days; ves, sir 





Mr. Presvron. | understand how vou could spend it in that s! 
period of time, but how you would obligate it in that period of tim 


i Oi 


wrt 


should prove to be interestin 

Mr. Grenxosie. We had quite a number of contracts that wer 
ready to go. They had been written in April and May and they were 
put on the books, as had been our practice for the last 4 or 5 vi 
I hope next fiscal ves 


a 
and get more of our heavy production obligated tn the first 6 mor 


= ALLIES 


ars 
*we are Von Lo be able to step up the s( he d le 


That has not been our experience in the past 
Mr. Bow. When you prepare those obligations would you give 
obligations by month for the last 5 months? 
Mr. Grenosie. Rieht, sir 
The information is as follows 


INFORMATION CENTER SERVICI 


Mr. Ctevencer. If that is all, I guess we will take up the Informa 
tion Center Service. Who will present that? 


Mr. Kimpauy. That will be Mr. Humphrey 
Mr. Witper. Off the record, Mr. Chairman 
(Diseussion off the record 


BACKGROUND OF MR RICHARD HUMPHREY 


Mr. Kimpauy. Mr. Chairman, the next witness covering the esti 
mates for the Information Center Service will be Mr. Richard A 
Humphrey, who is Acting Assistant Administrator of that Service 
His background is as follows: 

He is a graduate of West Philadelphia High School; an A. B. at 
Swarthmore College, 1936; and M. A. at the University of Pennsy] 
vania, 1937; a teacher at St. Paul’s School, 1937 to 1938; assistant 
instructor, University of Pennyslvania, 1938 to 1940; reference librar- 
ian, Library of Congress, 1940 to 1944; appointed specialist on bis- 
torical research, Department of State, April 26, 1944; assistant to the 
Chief, Division of Research and Publication, August 1, 1944; special 
assistant to the Chief, May 17, 1945; Acting Assistant Chief, Division 
of Historical Research Policy, September 16, 1946; Assistant Chief, 
July 27, 1947; Assistant Chief, Division of Overseas Information 
Centers, February 17, 1952; Deputy Assistant Administrator, March 
15 of this year. He is now the Acting Assistant Administrator. Mr 
Chairman, may I present Mr. Humphrey. 

Mr. Humpnrey. How do you ao, Mr. Chairman 
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SUMMARY OF REQUIREMENTS 


CLEVENGER. The Information Center Service begins on pag« 
the just fications. The re juest is for $3,959,200. Pace OS 
the details. We will put the table on page 68 in the record. 

» information is as follows: 


Mr. CLtevencer. We will listen to your statement now, Mr. 
Humphrey 


TATEMENT 


Mr. Humpurey. Thank you, Mr. Chairman 

Books, magazines, and newspapers in English and foreign languag: 
are the basic tools of Information Center Service operations. ‘Through 
a combination of te hniques the Service uses these and other impte- 
ments overseas to advance the foreign-policy objectives of the United 
States 

Books and other publications are concentrated carriers of ideas 
Their influence is pervasive and lasting, we believe. They represent 
the countless voices of America. Through these instruments we 
support and advance United States objectives first by projecting 
among the free peoples overseas a broad and deep understanding of 
the moral, spiritual, and cultural values of the United States and of 
its policies and achievements. Secondly, by making clear the nature 
of the threat of communism to freemen. 

It is the influential and not the mass audience that is the target of 
this Service. Those that we attempt to reach are the statesmen, the 
re students, the clergy, the industrialists, and the 


educators. the college 
\ rn! vh } | i? f] ne t 
eople WhO Dave wide mituence upon 


labor leaders. These are the ] 

the other people and upon the broad masses of their populations, and 
they help control national policy and action. It is among these 
people that we seek to develop and encourage attitudes which are 
favorable to United States objectives. 

An evaluation study recently completed seems to establish that the 
attitudes favorable to the United States are far more prevalent among 
patrons of the USIS library than among a cross section of the popula- 
tion as a whole 

No new or different operations are now proposed for 1954. We 
intend to try to continue the use of proved activities and techniques 
which are provided for with a reduction of 7 positions and $266,000 
below the reduced 1953 program. The application of this cut is 
described in the statement on page 66 and in the detailed estimates 
which follow 
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INFORMATIONAL MEDIA GUARANTY PROGRAM 


One activity appears here for the first time by reason of its transfer 
from MSA by Executive Order 10368 of June 30, 1952. This is the 
nformational media guaranty program described on page 79 of the 

idget document. This program essentially provides for stimulating 
ommercial distribution of United States informational media abroad 
by guaranteeing convertibility into dollars of foreign currencies re 
ceived by private investors. A major new avenue of cooperation 
with private enterprise for increased commercial distribution of 
United States publications has thus been opened up 

The Service hopes to continue its emphasis on working through 
indigenous channels. We have made a good deal of progress in this 
direction, I feel. The translation program has been carried out vir- 
tually completely through local channels. Expendable libraries are 
being placed widely with local libraries, colleges, high schools, and 
various local organizations. Our small English-teaching program is 
providing a widening channel into foreign school systems, war colleges 
and other local organizations and groups. The information cent 
libraries, too, are working through local groups and institutions with 
their interlibrary loans, extension services, and so on. 

The members of this committee may recall an excerpt from the 
New York Times story of last fall, giving its appraisal of the usefulness 
of the USIS libraries following a survey by 24 of its correspondents in 
14 countries. 

I am sure that the committee has already received copies of the 
report of the Senate Subcommittee on Overseas Information Programs 
of the United States, just released after some months of study. The 
role described and recommended for the Information Center Service 
in this latest report is the role which we propose to carry out to the 
extent of the funds appropriated for the purpose 

That completes, Mr. Chairman, the bleed | general statement which 
| would like to make. 

Mr. CLtevencer. May we have a detailed statement on the ex pend- 
tures appearmg on page 68 of the justifications, with reference to 
those activities. 

Mr. Humpnrey. Yes, sit 


rs OF 


UNITED STATES INFORMATION CENTERS 


The first activity provides for a level of 143 United States Informa- 
tion Centers throughout the world. As you know, these institutions 
are the basic library institutions which our activity is supporting with 
book collections and related materials. Their growing usefulness, we 
feel, has increased by the extent to which personal contacts can be 
established between the staff and the local propulation, particularly 
with the influential groups which we try to reach. 


BINATIONAL CENTERS 


The second activity is the type of institution which represents a part 
of the major institutional program, that of the binational centers. 
These are the local groups initiated in the local area, which are con- 
trolled and run by a board of directors consisting of about half local 
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ind half loeal nationals. The Department grants the: 
assistance, lh varies as to localities and as to personne 
to them, and as to the material granted. Thev are to 


t¢ {sel { 


supported. ‘The chief source of income is fro1 


ENGLISH TI 


I severely cut this vear 
hrouchout the world fe 


rlish teaching item has been rather 
! 
| 


h there is a tremendous demand 

cning of Ken rlish, not merely Kin ish, bu Ame ric nN nel sh 

‘To a very large extent American English is in many places the secoi 
and 1s becoming, to a considerable extent, the seeon 
of the world It is our feeling that any nation which cai 


expand its own relationship in such a major field of communication as 
its own language, Is carrving on a very fine activity. 


ANSLATIONS 


item, as the committee appreciates, has programs 
an attempt to place an increasing emphasis upot 
‘al language ir feeling that people in ar 
1 
nd DOOKS are ei] ritv: tt who read then 
age, which the En h lancuagce still is to a great ms 
a smaller minorit We feel that to the extent we can 
: : : : ; : 
ocnl population to read good American books im the 


to be sold at bookstores in the lo al country, 


ht to the development in this field. | 
nittee would be interested im the different tvpes and 


books through the translation program. Some 


} 
Chia 


YfIVINE Wel 


y 


we use 
of these publications are handled by a nonprofit corporation. 

Then the fourth item under the translations program is the publica 
tion of translations through local USIS posts. We try to pick out 
and intensify the distribution from the mformation centers of the 
titles that have been translated into the local lancuace, that tie 
lirectly or indirectly to the anti-Communist material. We have felt 
that to the y , wi eould vel the local people to sell from their own 
bookstores the vpes of books which would be read by the people 


it would assist our program, and this is becoming a vital type of 


SPECIAL COLLECTIONS 


Under 1 “Special collections” item, which is a very specialized 
program, as you know. we find one of the best examples of trying to 
ret into the hands of the right people the right book at the right 


time [t provides for the presentation of American books and re- 

lated materials to influential leaders of public opinion in foreign 

and provides for the introduction of low-cost expendable 

f seclected American books into certain areas, and en- 

sourages their distribution through foreign private and commercial 
channels 

Special collections of materials are made available to established 

indigenous institutions such as colleges, whether specializing in the 
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study of political institutions or in scientific or technical fields. We 

‘ovide as much : » Of he colleges. and assume th; ‘| 
provide as much as we can to the colleges, and assume that such 
institutions will avail themselves of the opportunity to use the 
material provided by us. As I say, it may take the form of expend 
able libraries, such as we have in India. We have some collec 
tions of books in local universities and in local posts and places wher 
people are expected to come and read them, or it may take the form 


of a presentation of a subscription to the New York Times, let us 


say, to an important local statesman, or an important book to a 


local jurist, or any number of local individuals or institutions 


EXHIBITS PROGRAM 


The exhibits program has been—that is item No. 6—has been 
centered in this service, administratively, for the first time this past 
year. ‘This is an auxiliary activity to the information center program 
itself. Here we have attempted to capitalize, to the extent we can, on 
a somewhat wider audience than the selected book-reading audience. 


INFORMATIONAL MEDIA GUARANTY PROGRAM 


Item No. 7, “Informational media guaranty program,’ I mentioned 
briefly in my opening statement. The committee is probably already 
aware of the basic principle, and I will just touch on this briefly. This 
program was transferred to the Department under an Executive order 
of last June, and authorized that it also be used as a part of the total 
information program to achieve objectives of the United States, and 
Lo expand wherever we can the previous informational media program. 

Mr. CLEVENGER. Where did it come from? 

Mr. Humpnrey. From the Mutual Security Agency. Under this, 
the situation can be roughly described as follows: Where there is a 
bilateral agreement between the United States and another country 
drawn up, providing for such a program, let us say, as that with Israel, 
we can then draw up a contract with a private investor, under which 
he may sell X thousand dollars worth of books or materials in Israel. 
They will be sold through commercial channels in Israel towns. 

Our contract provides that we reimburse them in dollars, through 
the Export-Import Bank, for the Israeli pounds received on the local 
market. The money available amounts to a revolving fund, which 
makes possible exports to Israel, which otherwise would not be taking 
place because of local currency restrictions. 

The interesting thing about this is that our books compete success 
fully on their own merit. The program is handled by the people 
themselves. It is not promoted by the Embassy, but is promoted 
by the local people. Prior to the initiation of this program in Israel 
the local market was (we are told) flooded with Communist books. 
The inflow of American materials under this program has very largely 
displaced the sale of these Communist materials. This evidence of 
the competitive power of privately produced American materials has 
been most heartening to those of us who administer the informational 
media guaranty program. 





762 


PROGRAM ADMINISTRATION AND CENTRAL SERVICES 


The last item provides, as vou can see, for the general administra- 
tion and central services, which includes the Office of the Director, 
the program guidance staff, the budget and fiscal operations, the 
personnel services, and a small procurement office which we have in 
New York. 

AMERICAN GRANTEES 


Mr. CLevencer. Will you tell us something about the American 
grantees mentioned on page 72 of the justification? 

Mr. Humpnrey. First, as to what the grantees do: They are 
private American citizens who are given grants under contract with 
the United States. They go down to assist in the operation of the 
binational institutes, operating with the board of directors, and with 
responsibility to the local mission through the Public Affairs Officer. 
They are provided with salary and expenses for this assignment. They 
are responsible for the programs of the given binational institutes. 


SUBSCRIPTIONS TO PERIODICALS AND TECHNICAL JOURNALS 


Mr. CLevencer. On page 77 of the justification you have an item 
for subscriptions to overseas editions of United States publications, 
and subscriptions to United States periodicals and technical journals. 
We would like to have a list of such publications. 

Mr. Humpnurey. Yes, sir; we can provide that. Perhaps we have 
it here. 

Mr. Cievencer. I want it for the use of the committee. 

Mr. Humpnrey. Yes, sir; we will be very glad to give it to you. 

Mr. Cievencer. There has been some bitter feeling that certain 
publications and certain periodicals have been favored over others. 
We would just like to know who is getting the benefit of this. 

Mr. Humpurey. Yes; we will be very glad to provide it. 

Mr. CLevenGeER. Are there any questions, Mr. Bow? 


SUGGESTED ATTACHMENT OF LIBRARIES TO EMBASSIES 


Mr. Bow. Just one or two, Mr. Chairman: I am wondering whether 
or not the library function alone could not well become a permanent 
service to the Ambassador, since it lends its services to related activi- 
ties, which are helpful to the people. 

Mr. Humpurey. I am not sure J understand your question. 

Mr. Bow. I am speaking only with respect to the library, whether 
you think it could not be made a permanent service of the Embassy 
itself? 

Mr. Humpurey. We have found through experience, and I am 
speaking of the accumulated experience of others, as well as myself, 
that it is to our advantage, wherever possible, not to have the infor- 
mation library in the Embassy, for the principal reason that if it is 
located on one of the princip.l streets, where people pass, it is more 
accessible to them. The Embassies as a rule are not so located, and 
as a rule the local people themselves hesitate to go to the Embassy. 
Whereas, if it has been located down on the street, our experience has 
been that the people will patronize it more. 

We have tried to overcome that hesitancy by having it located in a 
central area, downtown, in a business district. As I say, the Em- 
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bassies as a rule are not. We feel, therefore, that it affords a wider 
opportunity than it would if they are in the Embassies themselves. 
Mr. Bow. I am glad to have your opinion on that. 


SPECIAL COLLECTIONS 


I have just one other question: On page 75, under special collettions, 
for which you have a request of $450,254, can you give us a breakdown 
of that by countries, as to how you expect to spend it with the name of 
the countries in which it is to be expended. 

Mr. Humpurey. Could we provide that for the record? 

Mr. Bow. Certainly. 

(The information requested follows:) 


Special collections (fiscal year 1954) total $450, 254 
Personnel and travel oa d _ 13, 254 


Country breakdown ; a . 407, 000 


Europe: | American Republics—Con. 
Algiers $1, 000 Uruguay $600 
Australia 3, 000 | Venezuela 2, 400 
Belgium 3, 000 
Canada , 500 Total : 32, 000 
Czechoslovakia , 500} 
Denmark , 000} Near East and Africa: 
Finland 2, 000 | Afghanistan 5, 000 
France 7 000 | Belgian Congo- 000 
Great Britain 5, 000 | Ceylon 2,500 
Hungary 5, 000 | Egypt 5, 000 
Iceland , 000 | Ethiopia 2. 000 
lweland , 000 French*West Africa 500 
Italy 30, 000 | Gold Coast 3, 000 
Netherlands : 000 | Greece , 000 
New Zealand 2, 000 | India 000 
Norway , 000 | [ran 000 
Portugal __ , 000 Iraq 5, 000 
Spain , 900 | Israel 2, 500 
Sweden , 000 | Jordan 000 
Trieste 2, 000 | Kenya 500 
Union of South Africa : 900 | Lebanon 5. 000 
U.8.58.R 100 | Libya , 000 
Yugoslavia , 000 Morocco 000 
- Nepal , 500 
Total 5, 000 | Nigeria 000 
: =| Pakistan 5, 000 
rican Republics: Syria , 000 
Argentina 2, 500 Tunisia , 000 
Bolivia 600 | Turkey 3, 500 
Brazil 5, 000 | — 
Chile 2, 500 | Total 25, 000 
Colombia 600 | 
Costa Rica 600 | Far East: 
Cuba 600 Burma 5, 000 
Dominican Republic : 600 Formosa 5 000 
Ecuador 2: :§ Hong Kong 000 
E| Salvador ) Indochina , 000 
Guatemala . Indonesia 5, 000 
Haiti ) Japan 20, 000 
Honduras 600 | Malaya 5, 000 
Mexico 5, 000 | Philippines 20, 000 
Nicaragua 600 | South Korea , 000 
Panama 2, 100 | Thailand , 000 
Paraguay ; 600 | 
Peru 600 Total_ 25, 000 
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Mr. Preston. Mr. Humphrey, | have a feeling that this division of 
the information program is one of the better-managed divisions of the 
entire program, and that feeling is borne out by the comments in the 
investigator’s report, made by a staff of the Appropriations Committe e, 
not in so many words, but by lack of criticism in comparison with two 
other divisions of the program. 

You are a rather static function, which is not so susceptible to 
variation as the other activities, so the chance of getting criticized i 
not so great. But you have been in quite a controversy recently. 


Mr. Humpurey. Yes, si 


BOOKS REMOVED FROM OVERSEAS LIBRARIES BECAUSE OF COMMITTEE 
HEARINGS 


Mr. Presron. And I think in the interest of accuracy it would be 
well to have a little more information, and I want to ask you, first, 
about this recent investigation concerning the number of books which 
have been removed from the shelves of libraries overseas. 

Mr. Humpurey. Yes, sir. 

Mr. Preston. This matter was brought up earlier this week, but 
the witnesses who were presenting it did not have the information, 
and they thought we ought to refer the questions to you. 

Now, the first question I want to ask is how many books, classified 
as having a tendency toward communism, a known tendency in that 
direction, how many volumes, if you have ths at information, have been 
actually removed from the shelves of libraries? 

Mr. Humpurey. | believe we have provided such a statement for 
the re cord | already on that point, to the effect that we have removed a 
total of 25 titles, by 8 persons, presumed to be Communists, in loca- 
tions whieh were established for the record, around the world. 

The total number of copies, which is presumed to be accurate, is 39. 
The reason I cannot say exactly that it is accurate, is that it is based 
on such records as we have. Nevertheless, I think it is accurate. 
I am reasonably certain that the 39-copy figure is correct, but I could 
not swear to it. That represents, however, I should say, about 
.025 percent of the total number in the entire network, which we have 
calculated at about 100,000 titles—that is confined, as I say, to those 
which we have reports as being presumably by Communists. 

seyond that, as I believe the Administrator testified on Monday 
on a somewhat broader scale, on the basis of individual interpretation 
of the directive from the Department, which presupposed considerable 
ruidance, since it was impossible to expect each librarian to be able 
to pass on the political affiliations of certain persons, the field has 
removed a certain number of books—by way of general weeding out— 
which did not have any relationship whatsoever to the proscriptions 
of directive. 

In fact, in the case of Japan, where we have a very active and 
experienced manager of the system, a general weeding process was 
undertaken in connection with the present guidance, so that the local 
staff and the local population would not be aware that anything 
special was taking place. 

We are now tabulating, Mr. Chairman, the total number of books 
removed in all categories, and as soon as that record is finished, we 

ill be glad to supply it to you, and I hope that will be in the next 
aay or two 
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Mr. PRESTON. | would likke to direct the line ol questioning to the 
nown Communist books, not to those that were cong to be removed 


inder any weeding-out program. Myr. Chairman, I do not think the 
1 4 


committee would be too much interested in having in its record a lo 
ficures of books that have been removed from the shelves because 
ey were excessive or obsolete No doubt there are hu dreds of 
olumes that are being taken off the shelf that are obsolete and non 
isable I do not think the committee would be interested in thos« 
| think it would result in confusion as to the number of books that 
should be taken out of the library 
Mr. Humpurey. May I make this one comment on that, which 
verhaps will clarify it. The basic principle on which these collections 
iave been built up, as | understand it, has been quite closely in accord 
vith the recent statements of the President. The system has neve 
o my knowledge, purchased books by Communists, or books advo- 
ting the overthrow of the United States by violence, or otherwise 
have checked the records enough to ascertain that fact. This 
the principle which the President was verv certain about. We 
have, obviously, since books are the carriers of ideas, utilized books 
vhich are controversial. The ideas in books are advanced on all 
ides of many questions, and that is where the difficulty arises. We 
ave attempted, in handling this in the past, to get the best advice 
i could vet, and we have advised the subcommittees. and have 
idvised the Congress in that regard We have administered the 
program as closely as we can, and to the extent that the books are 
n the System, to see that they are books that will foster our mterests 
But we are not competent to judge the political faith of our fellow 
citizens. ? 
But the central fact is that we have only secured those books which 
I have mentioned as being non-Communist, and certainly no Com- 
munist books have been purchased by this operation and put in the 
network. It is pertinent to call attention to the fact, as the chairman 
mentioned earlier, that books sometimes are donated. 
Mr. Preston. Or they can get on the shelf through carelessness? 
Mr. Humpurey. In some instances, such a thing as that may 
happen. It may happen that some local citizens who are very 
interested in their pattern, or who are patrons of the information 
center, may leave some books in the library, or may even place them 
on the shelf, and we would have 1 or 2 books that should not be there 
We would only discover them at a later time; we would not actually 
receive them ourselves; or a book may have been donated by some- 
body else, a single copy, or a copy may have come from another library, 
or it may have been purchased by a local citizen. 
As you can understand, it is difficult for all the managers to interpret 
this kind of a directive 
Mr. Preston (interposing). You say there were only 39 volumes? 
Mr. Humpnrey. As far as I can estimate. The total number of 
volumes is something over 2 million, which is roughly, | understand, 
equal to the collection of the Harvard University library. 


DIRECTIVES ISSUED 
Mr. Preston. How many directives have been issued either by you 


or by the Secretary of State to the central libraries on this subject? 
Mr. Humprrey. Since February? 
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Mr. Presron. Since the beginning of this controversy in one of th: 
committees of the Congress. 

Mr. Humpnsrey. | think I can answer that exactly. There have 
been, to my knowledge, two general directives issued in this field 
We ourselves have issued implementing directives to the total number 
of nine. 

Mr. Wiiper. They are all classified? 

Mr. Humpnrey. They are all classified. 

Mr. Preston. They are? 

Mr. Humpurey. Yes, sir 

Mr. Preston. Why are they classified? 

Mr. Humpurey. General instructions on guidance to the field are 
classified, and the very fact that any guidance on political matters may 
be made available to a local area, might upset the informational 
efforts. 1 believe that is the general rule for such classification. 

Mr. Preston. Was the directive of the Secretary of State classified 
also? 

Mr. Humpnurery. Yes, sir. 

Mr. Preston. I have heard comments on the radio that a number 
of directives issued by the Secretary of State, concerning the Infor- 
mation Service, have not been made public, and I see no reason for 
secrecy. 

Mr. Wiiser. There have been 5 or 6 cited in the paper. 

Mr. Preston. As late as last night I heard one of the commentators 
make the statement that it was his opinion that sooner or later the 
directive should be published, in order that the whole matter might 
be clarified. I think that was in the paper today, was it not? 

Mr. Wiieer. I think it was in this morning’s paper, which gave a 
story about the committee, indicating there were about five directives 
released. 

Mr. Humpurey. As you know, we havé no authority to declassify 
the instructions. My recommendation, which I believe is concurred 
in by others, that if the directive was not classified, and was made 
generally available to the press and the public 

Mr. Preston. Can vou give the committee in substance, the net 
effect of the directives which have been issued, relative to the con- 
troversial books; can you supply that in just 1 or 2 sentences, so that 
it might be of a general nature? 

Mr. Humpnurey. The governing effect of them is this, I believe: 
That no material will be used in the American overseas libraries put 
out by any person who believes in communism; that every precaution 
be taken not to utilize material which carries the Communist line. 
This is stating it simply; but I should say that the problem is primarily 
one of judgment. 

Mr. Preston. Apparently, as the result of these instructions, some 
library operators have been using their own judgment of the direc- 
tive, and have gone beyond the scope of its intention, and have 
taken out other books, and I have in mind books of two authors: 
one by Bert Andrews, and the other by Joseph Davies. 

Mr. Humpnrey. Yes, sir. 

Mr. Preston. That was a matter of their individual judgment, I 
suppose? 
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Mr. Humpurey. Yes; 1 think it was. But I think I should further 
mphasize, in fairness to the field, that while it was on the basis of 
their individual judgment, I do not feel that we are able to afford 
them the guidance they should have had before they made their 
decisions 

\ir. Preston. As I understand, and it was stated he re recently, 
that there have been endeavors made to obtain a list of the people 
ho are within this category of authors. 

Mir. Humpeurey. We have, indeed. 

Ir. Preston. Do you have hope of obtaining a catalog of such 
vuthors? 

Mr. Humpurey. We have not obtained it vet. I do not know 
vhether we can or not 

Mr. Preston. And it is your opinion, | take it, that no one has 
deliberately, so far as you know, within your organization, purchased 
my books written by Communists, known Communists. 

Mr. Humpnrey. It is my emphatic belief that no such thing has 
been done. 

Mr. CLevenGcer. I might say that because of the very nature of 
some of these libraries, it would not be too difficult for people visiting 
them to surreptitiously leave a volume of that kind And you may 
know nothing about it and would not be responsible, but we would 
like to have the feeling that the people who do have this responsibility 
are not sort of sympathetic to the idea. 

That is where the danger lies There might be in these libraries 
people who are rather indifferent toward the material, not necessarily 
that they believe in communism, but that they are nore or less indil- 
ferent. I have seen a lot of libraries where it would be awfully easy 
to insert a few volumes, surreptitiously, where they might do what 
the persons thinks is the most good for communism. 

Mr. Humpurey. I think such a thing is possible. I would not 
want to say that I think it has occurred. 

Mr. Ctevencer. Right in our own country we have people who 
are rather tolerant to this sort of thing. I think that is one of the 
biggest dangers confronting the American people today. We hear 
the statement being bandied around a great deal now about being on 
‘a witch hunt” by people who think they are liberal, and we are 
susceptible to that sympathetic approach. 

[ think one of the dangers is that through such methods, books will 

e placed in libraries, just a few books, which might lead an untrained 
nes in other parts of the world to misunderstand our whole 
approach. 

Mr. Preston. May I Say before we close this line of discussion, 
that I think this whole matier of so-called book burning has been 
greatly exaggerated. 

Mr. CLevencer. Thank you very much, Mr. Humphrey, for your 
presentation. 

Mr. Bow. Mr. Chairman, before closing, may I say that Mr. 
Humphrey’s direct presentation has been very helpful to me and | 
think to the committee. 

Mr. CLevencer. Yes; it has been a good presentation. 
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EpUcATIONAL EXCHANGE SERVICE 


In the justifications found on page 82, is a request for $6,409,000 
as the dollar fund, as well as another item of $8,859,791 of foreign 
currency, for which we have no budget. 

On page 83 is set forth the various activities which we will insert 
in the record at this point. 

(The matter referred to follows:) 


Comparative summary of appropriated dollar requirements by activities 


Increase or 
decrease ( 
1954 over 19 


1953 revised | 1954 revised 


1952 actual 
_—e estimate estimate 


lers and specialists $2, 828, 773 $1, 753, 466 $1, 67 tt 
ssional activities 2, 014, 752 1, 908, 006 1, 974, 7 66, 73 
activities 2, 839, 020 1, 903, 741 2, 091, 88E 188, 14 
y antiviti 44,813 51, 710 53, 096 1, 38f 


i central services 431, 609 583, 077 30, 4 


propriated dollar requirements 8, 158, 967 6, 200, 000 
| 


6, 409, 000 


Mr. CLevencer. Would you like to speak to this item, Mr. Riley? 

Mr. Ritey. Mr. Chairman, | have a prepared statement, which 
goes right to the point of these various items. 

Mr. CLEVENGER. Very well. 

Mr. Riney. And if I may, I would like to read it. I think it covers 
the situation. 


BIOGRAPHICAL SKETCH OF MR. RUSSELL RILEY 


Mr. Kimpauyu. Mr. Chairman, For the record we wish to submit the 
following biographical sketch for Mr. Riley. 
(The information follows: ) 


Russet L. Ritey, GS—15, $11,050, Connecticut anp RuopE IstANp AVENUES 
W ASHINGTON 


Title Assistant Administrator and Director, International Educational 
Exchange Service 

Dutie Has full responsibility for directing the development and execution of 
the exchange-of-persons program in accordance with approved policies, objective 
and program plans In executing this responsibility the Director: (1) coordinates 
the international information program with other similar programs conducted by 
other public and private agencies; (2) furnishes information and advice to foreign 
governments and to other outside organizations assisting in the exchange-of- 
persons progral 5) coordinates negotiation of international agreements necessary 
to the program; (4) provides facilities such as reception centers for the use of ex- 
changees and ot r foreig sitors 5)1 repares reports to Congress required under 
Fulbright Ae analyzes reports of effectiveness of program with ITA Evalua- 
tion Staff 7) assists in policy formulation 

Area supervised.—Direetly supervises work of Educational Exchange Service 
staff 

Background sac r of Science, ; of Missouri, 1934. Experience: 
merchandise manager, mail-order firm, 34-35; representative meatpacking 
firm, 1935-37 ‘ onnel Assistant and Chief, Clerical Placement, Social Security 
Board, 1938-39; economie clerk, 1937, Administrative Assistant and Chief Clerk, 
1939, Divisic ! , , Railroad Retirement Board; United States Army, 
1941 », lieutenar ‘olonel, overseas service; Branch Chief and Executive Assist- 


rator, War Assets Administration 1946-48; appointed 
f Educational Exchange, CAF-14, Department of State, 
hief, Division of Libraries and Institures, P—7, October 
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17. 1949—-December 28, 1950; administrative officer, 1950, Director of Personnel, 
1951, Economic Stabilization Agency; appointee Deputy Director, Office of Edu- 
cational Exchange, GS-15, Department of State, August 10, 1951; present position 
since February 14, 1952. 


GENERAL STATEMENT 


Mr. Ritey. The estimate for the Educational Exchange Service 
which you have before you provides for grant assistance to 5,641 
persons of whom 4,037 are foreign uationals and 1,604 are United 
States citizens. These carefully selected people will take part in a 
direct action program to further mutual understanding and coopera- 
tive relations between the United States and other countries by face- 
to-face contact and firsthand experience. 

The request for $6,409,000 in dollar appropriation backed up by 
nonappropriate dl equivalent in foreign currency of $8,859,791 repre- 
sents an increase of $209,000 over the appropriation for fiscal year 
1953. The program planned for fiscal year 1954 provides for 691 more 
exchanges than in 1953 which is in consonance with report of the 
Senate Special Subcommittee of the Committee on Foreign Relations, 
the Hickenlooper committee, which on June 15, 1953, recommended 
‘an expansion of both educational and other types of exchanges” since 
they are “among the most effective instruments for the creation of 


mutual understanding and good will.” 

Of the foreign nationals, 3,050 from 71 countries of the free world, 
will come to the United States to see us as we are, and return to their 
home countries to interpret the United States to their fellow citizens 
and to use the knowledge and skills they have acquired here to 
strengthen their own institutions. They will include opinion leaders 


who will come for short periods of observation and consultation, 
scholars to lecture or do advanced research, teachers, and graduate 
students. 987 of these foreign nationals will learn about the United 
States and benefit from our educational methods by being able to 
attend American-sponsored schools abroad, or by taking part in work- 
shops on American studies. By grants to American-sponsored com- 
munity schools in Latin America to supplement the salaries of United 
States citizens serving as principals and teachers, we will help these 
schools to provide an American type of education to some 40,000 
pupils from those countries. 

The 1,604 United States citizens will go abroad to lecture at univer- 
sities and before professional and community groups, to help foreign 
leaders apply American techniques to local problems, to teach in 
elementary and secondary schools, to study and conduct research. 
These people, like their predecessors, will be picked to carry the Ameri- 
can story to many different groups through different approaches 
not only through their professional activities but through their day-to- 
day contacts with people in their host countries: 

I would also like to point out that of the total 5,641 grants we pro- 
pose to make in 1954, only 1,732 will receive any of the appropriated 
dollars requested in this estimate. This means that for ne an) 4,000 
persons the United States Government assistance will be limited en- 
tirely to foreign currency under Public Law 584. Moreover, of the 
1,732 persons who will receive some appropriated dollars, nearly 
half will get part of their grant in foreign currency, so that less than 
800 persons actually will receive awards made exclusively from our 
appropriated dollar funds. 
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This estimate imcludes funds for the maintenance of a centralized 
ecord of persons participating in all Government-sponsored exchang 
‘rams. ‘This system was established in 1953 on recommendation 
United States Advisory Commission on Educational Exchang 
and should fill the need described by the Hickenlooper committe: 
report Which stated that it should “be possible for anyone desiring 
information about any aspect of the exchange program to obtai 
such information from a central service in Washington.” For t] 
Same reason the Educational Exchange Service has undertaken Lo 
establish an interagency committee for the purpose of insuring 
coordination and preventing duplication 

I would further invite your attention to the new language provisio1 
on page 7 providing for emergency medical expenses including health 
and accident insurance and travel of attendants when necessary 
From time to time grantees have fallen gravely ill during the period 
of their grant and emergency operations have been necessary. Often 

1e amount of the bill is not covered by the health and accident 

ance carried by some of the grantees. Not all grantees carry 

insurance In many cases, costs for medical services exceed 
the capacity of the erantee to pay for such emergencies, The 
Hickenlooper committee report recommended that ‘Consideration 
hould be given to alleviating unusual or emergency financial expenses 
incurred by exchangees during the period of their participation in 
the exchange program.” 

The Hickenlooper report also recommended that foreign currency 
funds applicable to the Fulbright program (Publie Law 584, 79th 
Cong.) should be exempt from the Rabaut amendment (Public Law 
547, sec. 1415, 82d Cong. This exemption is respectfully requested 
in the appropriation language of this budget estimate and appears on 
page 17. The reasons for this request are: (1) This program has 
been subject to the sort of congressional! review apparently intended by 
the amendment. Limitations contained in the legislation (Public Law 
584) and reports required of the Secretary of State emphasize this 
review. In addition, our annual budget estimates have shown details 
concerning the level of this program 2) Twenty-eight executive 
agreements with foreign countries have been signed under authority 
of Public Law 584. If the program is subject to the Rabaut amend- 
ment the agreements will have to be renegotiated to include the fact 
that funds are subject to annual Congressional appropriations. This 


may put the United States in the position of withdrawing from 
contractual obligations previously authorized. 3) Although final 
selection of all grantees is vested in the United States Government, 


binational participatior under the executive agreements is one of the 
principal strengths of the program. We stand to lose some of this 
binational support through loss of flexibility resulting from annual 
appropriation control of the foreign currency funds used. (4) Exemp- 
tion will enable the Secretary of State to negotiate executive agreements 
whenever it is politically expedient without waiting for the submission 
and approval of the next appropriations request. In any case the 
use of the foreign currency credits must be approved by the Treasury 
and the Bureau of the Budget 

A unique feature of this program is its relationship to the American 
public. We need and use the services of thousands of Americans in 
making known the nature of the opportunities available for United 
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States citizens and in furnishing professional guidance in selecting 
or recruiting candidates qualified to represent us abroad. Since about 
two-thirds of the exchangees are foreign nationals who come to this 
country, we need the cooperation of countless Americans to find suit- 
able placement for them, to arrange professional and community 
ontacts and hospitality which will make the experience of these 
foreign visitors meaningful, and to secure financial assistance to 
supplement our awards. We obtain many of these services through 
contractual arrangements, and many others through the voluntary 
participation of hundreds of civic and community groups and in- 
dividuals throughout the country 

In addition to our grant program, we work closely with and offer 
assistance to many groups and individuals carrying out exchanges 
which can contribute to our objectives. This year, for example, we 
have designated 525 exchange-visitor programs under which foreign 
nationals may be admitted to the United States for educational 
purposes. We have also assisted 500 private groups and individuals 
to bring about nearly 3,000 exchanges not financed by United States 
Government funds. 

We have found that this method of operation secures the most 
effective and economical use of the taxpayers’ money and the maximum 
utilization of private resources. 

The strength of this program lies in the element of personal contact 
for which no substitute has yet been found in establishing human 
understanding. The program also derives strength from the bi- 
national participation overseas and the wide private support it 
receives in this country which are based on its meeting the needs and 
interests of ourselves and those of other participating countries. 


With the funds requested in this estimate, we feel that we can ad- 
minister a feasible and effective program. 


UNUSUAL OR EMERGENCY EXPENSES OF EXCHANGES 


Mr. Crevencer. Mr. Riley, you referred to the fact thai con- 
sideration should be given to alleviating unusual or emergency 
financial expenses, and to the use of foreign currency. What is the 
reason for that? 

Mr. Ritey. Yes, sir; that request is for permission to help defray 
the emergency expenses of participants in the program in case they 
become ill or otherwise incapacitated and need medical assistance 
beyond their means, or Insurance coverage until we can get them home. 
The other appropriation language change requested is for an exemption 
of the Fulbright program from the provisions of section 1415, Public 
Law 547. 82d Coneress. 

There are several reasons. One is we think that it will give more 
flexibility to operations. We believe that when Mr. Rabaut put 
that amendment in that he hoped that Congress would have some 
control over the various foreign currencies which were being spent 
around the world. 

Now then, Public Law 584, which is the Fulbright Act, as written, 
includes the requirement that we make an annual report to the Con- 
gress. Further than that, it has written into it a limitation of not 
more than $1 million a year to any one country, and not more than 
$20 million all told, which is another limitation. 
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Further than that, we have followed the practice in the last few 
years, I am told, and we are doing it this year—I know we did it last 
year—of presenting right in the budget the way that we expect to 
spend every dollar of foreign currency, for this reason: We feel that 
Congress has as good a chance to exercise a review over these foreign 
currencies, as they could have under any circumstances. 

Further than that, we have executive agreements, with these coun- 

tries. We have 28, and 26 of them are operating. If we have to 
depend upon an annual appropriation, it would mean we would have 
to renegotiate all of these executive agreements. I think that would 
take some of the value out of them; I am reasonably sure that it would 
The final selection of all of the grantees is vested in the United States, 
under the law; but at the same time the program depends a great deal 
upon the binational aspects of this exchange program. An important 
part of the program is the fact that we have such great binational 
support. We are trying to influence our friends, that is, to make 
friends and keep friends, and we have gotten a great deal of binational 
support and participation, and it is our thought and belief that the 
program would be more effective without the restriction of the 
Rabaut amendment. 

Further than that, if we had to wait on the appropriation cycle 
from year to year, it would mean that the Secretary of State could not 
negotiate an executive agreement with any other Fulbright countries 
until the appropriation real was completed, and I think that that 
might mean that he could not act when it seemed to be politically 
expedient to execute such an agreement. 

Then, I would invite the committee’s attention to this: That ii is 
not merely the Secretary of State who can just arbitrarily enter into 
these agreements, but we must also get the clearance of the Treasury 
Department, and the Bureau of the Budget, and a lot of other 
clearances. 

The statement I have presented above is quite complete in this 
respect, but I do invite the committee’s attention to the fact that we 
have a great deal of support in the different countries for this pro- 
gram. We have to depend a great deal upon the professional 
organizations and institutions who are working with the program. 

We contract out as much of our work as we possibly can, and we 
do have a great deal of United States support, without which we 
cannot operate. 

PRIVATE EXCHANGE PROGRAMS 


In addition to this, of course, we work very closely with other 
private exchange programs. You have probably heard that there 
are a number of students in this country under non-Government 
auspices. Our office, by Public Law 402, is the office which desig- 
nates the private exchange programs. We have some 1,700 on the 
books right now, and we designated about 500 last year; and one of 
the best things in connection with this exchange visitor designation 
program is the authority we have over these people who come here. 
They have to go back. They cannot remain here. They stay for 
a while, but they must go back. 

Mr. CLevenGcer. | might say in that connection, that we have had 
visitors out in my section, ones who came to stay for a short period 





773 


30 days, and we have had some of them out there for 5 years, and the 
immigration authorities have not been successful in removing them. 

Mr. Ritey. That is quite true. Under this provision, however, if 
they do not go back, we turn them over to the immigration people. 

Mr. CLevencer. I have one person in mind. He was picked up, 
but he was able to get back, and he got married. 

Mr. Ritey. I can well understand how he would like to come here. 

Mr. CLeEvENGER. He did not want to perform any military service; 
he told me that personally. 

Mr. Kitey. I can assure you, Mr. Chairman, that at least 99 percent 
of these people go back. 


LEVEL OF OPERATIONS, 1953 COMPARED WITH 1954 


Mr. Witper. Mr. Chairman, I think in order to complete the 
record, perhaps Mr. Riley ought to discuss the difference between 
the current year level of operation, and the 1954 estimate. You 
mentioned the $209,000 direct, and there is also an increase of $900,0C0 
in the Fulbright program. 

Mr. Rirey. That is correct. 

Mr. Wiiser. And there is an increase of about $1.7 million in 
permanent authorizations, and a reduction of about $500,000 in funds 
available from the Chinese and Korean assistance program. That is 
the exchange program. That is given just to complete the picture. 

Also, I would like to add that this is the only program that would 
be retained in the Department of State under the Reorganization 
Plan 8, 

Mr. Bow. It will remain? 

Mr. Wiiper. Yes. 

Mr. Bow. That is a question I had in mind to ask. 


AUTHORITY FOR EXCHANGE PROGRAMS 


Mr. CLevencer. We might have just a word or two of explana- 
tion for the permanent authority. 
Mr. Ritey. Yes 


(The following statement was supplied:) 


CONTINUING AUTHORITY FOR CERTAIN EXCHANGE PROGRAMS 


Fulbright Aet, Public Law 584, 79th Congress. 

Cultural and educational exchange with Finland, Public Law 265, 81st Congress 
Iranian Trust Fund Act, Public Law 861, 8lst Congress 

Chinese and Korean assistance programs, Public Law 327, 81st Congress; Public 

Law 535, 81st Congress; Public Law 165, 82d Congress 
India Emergency Food Aid Act of 1951, Public Law 48, 82d Congress 

Mr. CLevencer. We might have to have an amendment on that. 

Mr. Wixser. Yes. 

Mr. Rirey. As an example, Mr. Chairman, under the Finnish pro- 
gram, as we have indicated on page 88 of the budget, there is an 
amount of $358,904, under the Finnish program, Public Law 265. 

Mr. CLEVENGER. Yes. 

Mr. Ritey. Of the 81st Congress. 

Mr. CLevenGeER. Is there no time limit? 

Mr. Ritey. That is a repayment to us by Finland. 
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Mr. CLevencer. And we are investing the money they are paying 
to us? 

Mr. Ritey. Yes. 

In China-Korea, the student-aid program, we have continuing 
authority, and for the fiscal year 1954 we plan to spend $566,816. 

In India we have a rather vague situation right at this moment 
I must admit. There is on hand in the United States Treasury at 
the moment $1,849,325. The purpose for which that can be spent 
is for exchange of persons, cultural exchange, for assistance to institu- 
tions in India in the form of materials, supplies, professional equip- 
ment, laboratory equipment, and such as that. We are having 
negotiations right now with the Government of India on the typ: 
of program that they think will be most helpful to them. 

Mr. Chairman, you understand that this money is the interest 
payment on the India loan. 

Mr. CLevenGcreR. On the wheat loan? 

Mr. Ritey. Yes, sir. This last year we had $150,000 which we 
used for support of the Fulbright program. It is not known at this 
moment how much of this money we will get. We simply do not 
know, 


COST PER EXCHANGEI 


Mr. CLevencer. Could you give us some idea of the total cost 
for exchangees of eac 2 of the various types? 


Mr. Riney. Yes, sir. I can give you the detailed cost on every 
individual type. 

Mr. CLevencer. Would that take some time? 

Mr. Ritey. Yes; it would take some time. Possibly if I would 
cover the basic elements 

Mr. CLevencer. Let us have the average cost. 

Mr. Ritey. It varies from one part of the world to another natur- 
ally, because of the difference in travel, but, for example, these foreign 
leaders who come to this country, who stay an average of 3 months 
those are the top-level people who come over here for more or less 
travel experience to deal with their professional counterparts in this 
country. The average cost for one of them is $1,480 plus interna- 
tional travel. The international travel varies from $350 for Western 
Hemisphere to $1,700 for the Far East. 

The American specialist who goes out from this country is a sort of 
counterpart of the foreign leader—a good example of that would be 
Dr. Tompkins whom we sent to Turkey last year for 4 months to 
work with the Ministry of Education in Turkey, to look over the 
high-school system of Turkey. After his trip over there, the Govern- 
ment of Turkey has decided to send a bunch of high-school teachers 
to this country at its expense. They have also decided to set up some 
pilot high schools which are different from the types they have now, 
because the method of operating in that country is so ingrained with 
professional people _ participate in their high-school system that 
they think it would be better not at this moment-to make changes in 
their existing system, "bal they are going to set up pilot schools with 
the hope of proving to the people in Turkey that the democratic 
method of operating se ioe such as we have in this country will be 
helpful to their country. Now, there is a man who really made a 
great impact on Turkish-American relations. That man received 
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$700 a month for 4 months plus his travel plus a maintenance allow- 
ance. I think probably for Turkey it was $12 aday. It is a rather 
expensive type of grant, running from a total of $4,600 in Western 
Europe to a total of nearly $6,000 in the Far East for that type of 
man. That is the average cost, but it appears to money very well 
spent. 

Mr. CLievencer. What is the average monthly allowance for the 
exchangee? Do you have thai? 

Mr. Riney. No, sir; but I can give you the allowances for the 
various categories. For example, I stated the leaders who come here 
get $12 aday. The American specialists who go abroad get from $500 
to $700 a month. The teachers who come here get $8 a day; the 
professors who come here get $9 a day. The students get $170 a 
month. 

These figures I am talking about are the dollar costs in this coun- 
try. The Americans who go abroad under the Fulbright program to 
these foreign-currency areas get all of their subsistence in foreign 
currencies, and that varies according to the living-cost index of the 
various countries. The average on a worldwide total | have worked 
at $6,169 for American professors who go out, in foreign currency, and 
the American researchers who go out to perform research get an 
average of $5,335. 

| have heard it said the Government may pay more for the type of 
people they send out than some of the private institutions. This is 
true to a certain extent, and there are very, very cvood reasons for it. 
To begin with, the professors, researchers who go out from this coun- 
try under our program not only teach, but they direct research; they 
conduct seminars for us; we put them on speaking tours when they 
are in the country; they hold work groups of one kind and another, 
whereas the private person by and large who takes a private grant is 
on sabbatical leave; by and large, he is a young man; he goes to the 
country he wants to, whereas we go out and recruit these people to do 

a job of work for us and put them in countries where they cannot in- 
crease their own professional enhancement a great deal. And you 
can understand that in some parts of the world the personal oe 
to them to be derived from research are very, very limited, but the 
fact that they go over to help a government educational institution 
is a great help to this country. 


BASIC REASONS FOR SENDING AMERICANS ABROAD 


Mr. Crevencer. Is that the reason for the large number of Ameri- 
cans we send abroad? Is it more for the help they can do for us than 
the good that accrues to them? 

Mr. Ritey. Yes, sir; that is correct. The basic principle for this 
exchange program, when vou get right down to it, is to make friends 
for us abroad, to get a political climate in the other countries which 
will encourage people to be friendly toward the western world, to tie 
in with the solidarity of the free world and, if necessary, to help fight. 

Mr. CLevencer. Are we gaining ground or losing it in that field? 

Mr. Rivey. All of the information I can get indicates to me that 
our program is aoaeed ‘lv effective. Whether we are gaining ground 
or not could not say. I feel we are. 

Mr. CLevenGer. | think vou know what I mean. 
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Mr. Riney. Yes, sir. I can say this, that our exchange program 
as a program is gaining ground. It is getting to be a very palatable 
program in many countries. 

Mr. CLEVENGER. It is growing; is it not? 

Mr. Ritey. Yes, sir; it is growing. I think it should grow. I 
would not say I want twice as much money as we are requesting 
here—TI assure you of that—but I think we can do a very respectable 
job with this program. We have an excellent staff working on it; 
we have good support both here and abroad helping us, and we will 
improve it In any Way we can. 


TOTAL EXCHANGE PROGRAMS 


Mr. Bow. Can you tell us how much money has been appropriated 
for MSA and COED exchange programs? 

Mr. Ritey. I cannot give you that figure on the basis of just the 
exchange program. But take MSA first. The exchnge portion of 
their program is an integral part of a development program, but I 

cannot answer that. I cannot tell exactly- 

Mr. Bow. Do you not feel that inasmuch as other agencies are 
using funds we should have this continual information and C ongress 
should keep their hands on and watch each individual group? 

Mr. Ritey. I think Congress should watch each individual group; 
yes, sir. 

Mr. Bow. And review it each year? 

Mr. Rixey. Yes, sir; I certainly do. I believe, however, our 
method of budgeting for the Fulbright program, to be specific, gives 
Congress a very good review of the money that is being spent 
certainly by us. 

Mr. Bow. The total as I have it for all Government agencies 
handling exchanges for the year 1953 was 16,259 people, and appro- 
priated funds $37,841,260; foreign currency, $9,069,267, or a total 
overall program of $46,910,521, or » cost per exchange of $2,885. 

You would not be able to verify that, not knowing the various 
groups. 

Mr. Kimpatyu. We have figures that we have worked out here in 
connection with Reorganization Plan No. 8, under the terms of 
what we thought the exchange program would be as defined by Mr. 
Riley, what would be involved in that, and it shows a total of 
$16,900,000 in dollars and $10,100,000 in local currencies, Fulbright 
currencies, or a total of $27 million. The amount above that to which 
you are referring must be those technical assistance-type things, or it 
would not be part of the exchange program. 

Mr. Bow. But they are exchange programs which this Government 
has entered into which bring it up to a total of $46 million. 

Mr. Rivey. There is one thing I would like to mention. In this 
total exchange effort, our office is attempting to get some semblance of 
coordination among the various Government agencies in this exchange 
field. As I stated a little bit ago, the purpose for which the MSA 
brings people here or TCA brings people here differs somewhat from 
the purpose for which we bring them here. But to the extent that we 
can, we try to participate and work with them in their exchange 
programs to try to make the experience of the foreign nationals under 
their programs better than it might otherwise be. 





For example, we have a contract with the American Council on 
Education which is made out of my office. We use money from MSA 
and from TCA and from our appropriation for running an international 
center here in Washington. The purpose of that is to provide a place 
in which the topflight exchanges from other countries can get an orien- 

tation of what they can expect when they are in this country, to give 
them a hospitality center here in Washington, to get them grounded, to 
get them over their cultural shock that has arisen, maybe, from a 6,000- 
or 8,000-mile trip, so that they can better appreciate the experience that 
they have in this country. 

We also have an Interagency Committee on Training Programs 
and Exchange of Persons for which we furnish the secretariat. It 
meets every 2 weeks in my office, and we talk over problems of 
evaluation, problems of per diem, problems of insurance; we exchange 
information on the types of projects that the various agencies are 
working on so that there will be some semblance of coordination. 

Mr. Bow. The point I was getting at is the fact that our total 
exchange program for all agencies has increased since 1951 from 
$35,023,000 to $46,910,000 as of this time, and that is quite a sizable 
amount, 


ALLOWANCES FOR AMERICAN PROFESSORS AND RESEARCHERS ABROAD 


What is the annual compensation allowance figure for American 
professors and researchers abroad? Our report shows that to be an 
$8,500 grant, regardless of the area to which the grantee is sent. Is 
that correct? 

Mr. Ritey. No, sir; that is not.correct. I stated a few minutes ago 


that the average salary for American lecturers abroad is $6,169 and 
for American researchers going abroad, $5,335. Actually in this 
$8,500 figure, which is a figure we use in calculating the non-Fulbright 
Americans who go to countries in which we do not have Fulbright pro- 
grams, who are paid full compensation out of United States taxpayers’ 
appropriated dollars, we only have 10 such in all of the 5,641 grants 
we are asking for. We have 2 in Brazil, 1 in Cuba, 1 in Guatemala, 
2 in Mexico, 1 in Panama, | in Iran, 1 in Lebanon, and 1 in Syria, 

Mr. Bow. Can you tell us whether those salaries compare to 
salaries paid to professors in those colleges and universities where 
they are assigned? 

Mr. Rixey. I am quite sure they do. Here is one reason why I am 
sure they do. When our people go out to teach or perform research, 
they also direct research; they also conduct workshops; they do lec- 
turing through the USIS staffs abroad. We work the heart out of 
them while they are over there. Not only that, but we try to pick 
more mature grantees than ordinarily go out under private 
foundations. 

Oftentimes young men as well as women go out under a private 
foundation grant, and they go to parts of the world where they want 
to, to enhance their own professional standing. But we actually 
work our people. 

Mr. Bow. It has been suggested at least that you create ill will 
instead of good will in sending a professor or anybody to a college or 
university if he receives considerably more than the local man in 
that college or university receives. 





Mr. Riney. I think the contrary. In some parts of the world—in 
all parts of the world, these people are well thought of. The local 
people are delighted to have them. They are of such stature that the 
educational circle takes them in in those countries and they use them, 
also. And I do not think, by and large, you will find this does 
jeopardize their effectiveness. 

This is something that is worthy of note. As I pointed out, 10 of 
them go to these 8 countries, but the people who go out under Public 
Law 584, the so-called Fulbright Act, get their stipends in those coun- 
tries based on the recommendation of a binational foundation in that 
country made up of leading educators, leading businessmen, nationals, 
and the leading Americans in that country. These stipends are set 
in each case by this binational foundation 

For example, the secretary of the Ministry of Education in the 
Philippines is a member of the foundation, to give you an idea of the 
caliber of the men who serve on these foundations, and those local 
people, together with the Americans, who are also prominent business- 
men. In every case the Ambassador is ex officio chairman of this 
foundation 


These foundations set these stipends, and certainly if this local 
foundation believed the stipends were so high as to jeopardize the 


effectiveness of our professors in that country, they would not recom- 
mend them 

Mr. Bow. In one instance as a Fulbright exchangee and in the 
other as a regular professor, he goes out as an $8,500 man? 

Mr. Rivey. That is right—10 of them. 


MAINTENANCE ALLOWANCE FOR FOREIGN STUDENTS 


Mr. Bow. One other thing. Your average maintenance allowance 
for foreign students, you testified, is $170 a month. 

Mr. Ritey. That is the average 

Mr. Bow. That is approximately $100 a month more than the 
allowance for United States veterans studying under the GI bill. Is 
not that $170 high, or what do vou have to say about the comparison 
between the GI and the foreign exchangee? 

Mr. Rriey. That is an average figure. In some instances it is less 
than that, and the top figure is $180. I think $170 is a good average 
figure. 

Mr. Bow. Is that just their living expenses? 

Mr. Ritey. That is the total maintenance they get. In addition, 
here is what we put into the student grant. In addition to the $170, 
we pay his tuition. We use as an average figure in our budget $600. 
It is sometimes $350 and sometimes $850. We pay his tuition. In 
addition to that, we give him a miscellaneous and incidental allowance 
not to exceed $160 for the 12 months he is here. This would permit 
him to buy any extra laboratory equipment, books, or anything like 
that that he needs to pursue his studies. And, of course, we pay his 
international travel. In most cases—in nearly all’ cases—that is paid 
out of foreign currencies 

gut the scale of $170 a month, to be specific and answer your 
question, possibly is higher than the veteran in this country gets. 

Mr. Bow. Not possibly; it is. 

Mr. Rixey. It is higher; yes. 
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Mr. Bow. About $100 a month higher. 

Mr. Ritey. But this is something we have to consider, that these 
students do not work. They are not allowed by law to supplement 
their subsistence in any way. They are in a foreign country; they 
cannot get around quite as well; none of them can live at home; 
they are several thousand miles from home; and, if we are going to 
carry this program out, we have to pay their bare expenses. 

Mr. Bow. I want to say this. I have a son who is a junior at Yale. 
| have been a little critical of him at times about spending too much 
money. He lives very well. But when I see the budget for this 
program and the maintenance is higher for your foreign students, I 
hink I will go home tonight and apologize to him for some things I 
have said to him about his spending, because these students get a 
vood bit more than he does. 

Mr. Ritey. I must say when I look back at my experience, it looks 
too high. I worked my way through college at 20 cents an hour. 

Mr. Bow. I am just wondering whether we are out of line on it. 

Mr. Ritey. I do not think we are, sir. 


ADMINISTRATIVE EXPENSES 


Mr. CLEVENGER. How much is the total administrative cost for 
grantees? You show $995,439 in item No. 9 on page 85 for adminis- 
trative cost. What does that figure? 

Mr. Ritey. I could give you a better description of our adminis- 
tration figure here. 

Mr. CLevencer. Do you have a total for the whole program? 

Mr. Riuey. Yes, sir. I have an average figure that 1 have cal- 


culated. 

Mr. Kimsauu. You are talking about the total administrative cost 
of the entire program? 

Mr. CLEVENGER. Yes. . 

Mr. Kimpaty. We can add up the various parts. They are all 
shown. 

Mr. Riney. In calculating this entire budget, I find the total cost of 
administration is about $1,500,000 as against a program cost of 
$13,897,000 or a percentage for administration of 9.7 percent. This is 
the best figure we can arrive at, and we have given it a lot of thought. 

In considering the administration of this program, we necessarily 
have to consider it with the number of grants. There is much more 
to the program than the number of grants which we handle, because 
we work with private organizations on their exchange programs; 
we give a lot of help to those private exchange ventures. Of course, 
we get a lot of help from them, also. But from an overall standpoint, 
our administration is less than 10 percent; it is 9.7 percent. That 
includes the foreign cost under the terms of the Fulbright program. 
That is the total dollars for the whole business. 


ADMINISTRATION AND ADMINISTRATIVE SUPPORT 


Mr. CLevenGer. Is this item of $1,060,021 for administration and 
central services part of the general administration request on page 83? 


Mr. Kimpati. Administrative support would be part of the answer 
to your question, ves, sir, because that is money we pay to the Depart- 
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ment of State for the administrative support they provide in Washing- 
ton, New York, and overseas. 

Mr. CLevenGcer. That is part of this all-inclusive item? 

Mr. Ritey. That is not included in that. 

Mr. CLevencer. How many more items for administrative support 
are there? May we have indicated the items for administration 
and administrative support? 

Mr. Kimpau. Yes, sir. We will provide you with a summary of 
the items. 

Mr. CLevenGeR. Submit it for the entire program you are justi- 
fying. 

Mr. Kimpauu, Yes, sir; we will make it up for the whole program. 

The summary is as follows:) 


ided in fisce year 1954 budget estimates for administration and admi 


istrative support 


Number 
of posi-| Total cost 


tions 


Budget 
page No 


el idministrat Ippo Includes administrative suppor 
LIA progran vid regular servicing elements of the 
Department of St in all locations except New York and Honolulu 
Service is provided i hington, in USIS missions at 188 foreign 
sts, and over to 1 d icilities and 4 press production centers 
Included in this iter ill administrative and related facilitating 
services of the Department, such as security; Foreign Service inspection; 
budget and fiscal; operatir ‘ilities; personne]; regsonns Bures vu field | 
lirecti m; departmental lega ivisory services; publis yand printing 
payrolling of over mploye ible and pouch communications 
shipments « mployees’ personal effects and ho old goods; | 
ment of program and administrative supply and equipment items; 
et | $12, 541, 300 
New York Administrative Office: This Offic provides administrative | 
support such as personnel, budget, fisc: procurement and supply, 
ete., toall ITA program oper atior 1 New York and Honolulu, ineluding | 
necessary headquarters offic ery ng of radio facilities locate: a 
Office of Management: This Of ; i ated in Washington, acts for the 
Administrato? to bring overall management, budgetary, personnel, and 
facilities policies and ‘progra s into proper relationship with require- 
ments of program planning and execution; it provides direction of all 
xiministrative support for ILA domestic and overseas operations; and 
represents IIA in negotiations with the Department with respect to | 
verall administrative plans and practices | 
Media Central Services’ The responsibilities of each media in connectic mn 
with the development and worldwide dissemination of services to the 
field require small staffs to provide such direct headquarters central | 
services as personne snd fiscal servicing and reporting; corresp yndence 
and distribution; bude and procurement of supplies and services | 
These items of adn ee ive support for each media are included in 
the 1954 budget as follows: 
Press Service 23 98, 000 54 
Motion-Picture Service 35 145, 000 63 
Information Centers Service 23 103, 000 81 
Educational Exchange Service ? 32 155, 000 O4 
Radio Broadcasting Service 69 347, 139 102, 105 
107, 110 


Grand total... i Giecbeik és ‘ a 4 519 | 15, 391, 639 


is item is a reimbursement to the Department of State and is therefore included in the estimates 

vices performed by other agencies.’’ No positions are carried in the IIA budget. It is estimated 
ver, that a total of 2,257 positions, included in the appropriation, ‘‘Salaries and expenses, Department 
e,”’ are required worldwide to provide these services to ITA. 


int « 15,439 referred to by Mr. Clevenger is the total cost (from dollar appropriated amounts 
led ir f administering the exchange program, as indicated in the following breakdown of 
ducational exchange estimates 


Personal services and related costs of educational exchange staff (including $155,000 for 
1dministrative support $995, 439 

Other contractual services 918, 367 

Grants, subsidies, and contributions 4, 465, 194 


lotal 6, 409, 000 


Mr. CLevencer. Are there any questions? 
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VALUE OF EXCHANGE PROGRAM 


Mr. Preston. I have always been a strong believer in the exchange 
program, which is made a part of this information program. I think 
we get our dollars’ worth out of it. 

(Discussion off the record.) 

Mr. Ritey. Mr. Chairman, on this point which has just been men- 
tioned, I have a statement that I would like to read into the record, 
made by an educational leader who came to the United States to work 
in the field of adult education from one of the principal European 
countries. Until he came here, he said, he had accepted the Com- 
munist version of the American businessman and the private enter- 
prise system, but after he came here this is what he said: 

The American capitalist was for me a bloated, cigar-smoking billionaire, sitting 
on bags full of stocks, bonds, and other securities, pulling strings which controlled 
the destinies of millions. My idea was that all banks, industrial, transport, agri- 
cultural, and trade corporations were in the power of a small handful of billion- 
aires—the 60 families of contemporary slave owners; that the everincreasing war 
expenditures were putting a heavy burden on the backs of the American workers. 

Now the picture I have is rather different. I have seen with my eyes, I have 
spoken with my tongue, I have looked into things as they are. It is true that the 
United States has big corporations—no doubt about that; but these corporations 
are not owned or operated by or for the benefit of any handful of billionaires. 
They are actually operated by thousands of executives in behalf of stockholders 
who, if they do not always exercise direct control, directly reap the rewards of 
good management. Furthermore we might say that the large American cor- 
poration is a kind of collective institution. The difference is that the State has 
little control over it. Profits made by the corporation are distributed in the form 
of dividends or interest or taxes to most of the American population, or are put 
back into increasing the corporation’s plant and production. In short it is the 
individualistic, or democratic ownership of the national wealth and national pro- 
duction proceeding spontaneously from the growing wealth of the country 

Mr. Chairman, I picked this one out as a very good example. 

Mr. Cievencer. | heard that for the first 10, 11, or 12 years I 
was in Congress, and I still hear about it. So if he was a foreigner, 
it is not to be wondered that he was disillusioned. 


LANGUAGE CHANGES 


Mr. Ritey. There is one more point. As you know, our appro- 
priation language requests that we be exempted from the Rabaut 
amendment. If for any reason we are not granted that request, 
we will have to have an appropriation to the extent of the foreign 
currencies reflected in our budget. In other words, we have these 
international commitments, international agreements, and we should 
to the extent possible comply with them. 

Mr. Cievencer. Do | understand this thing is now more or less 
untouchable so far as this committee is concerned? Is this arrived 
at by one of these international agreements that are stronger than 
Congress? 

Mr. Kimpatu. No, sir; that is not the case. It happened in this 
case that the Bureau of the Budget directed that we handle this ap- 
propriation in this way, and Mr. Riley is quite right. If anything 
happened to the amendment which the Bureau suggested be placed 
in that language and the money was not appropriated, he would not 
have the wherewithal or the funds requested to carry out the program 

Mr. CLevencer. Was that done at the suggestion of the budget 
itself? 
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Mr. Kimpauu. If I understand correctly, the suggestion was 
originally made, among others, by Senator Fulbright, who talked 
with the Bureau of the Budget, and it came in the form of a direct 
request from the Bureau on specific direction from the President. 

Mr. Witser. I think I testified earlier that in the original estimate 
presented to the budget this estimate was included as a gross dollar 
amount. We were later instructed to run it through as it was. The 
Bureau later changed its mind and directed us to delete it 

Discussion off the record 


BREAKDOWN BY ACTIVITIES IN EACH COUNTRY 


Mr. CLevencer. I would like some information which you might 
get together and submit to the committee later. 

I want to know how much of the total budget presented for the ILA 
is requested for activities in each country not behind the Iron Cur- 
tain. Break this down by activity, showing the grand total, including 
the pro rata share of all activities, including administration, so that we 
will get a real look at this picture. 

Mr. Kimpaui. Should we furnish that to the committee rather than 
for the record? 

Mr. CLevenGcerR. That is right. 

Mr. Kimpauvu. Because it will take a little time to prepare it. 

Mr. CLevencer. | realize that; but I think the committee ought to 
have it 

Mr. Kimpautu. We would be glad to do it. 

Mr. Ctevencer. The committee will adjourn until 10 o’elock in the 
morning, When we will take up the balance of this item 


THURSDAY, JUNE 25, 1953. 
Pr ‘+ ENTER .C os Conia anap 
RIVATE IUNTERPRISE OOPERATION OTAFF 


Mr. CLEVENGER. We take up first this morning the Private Enter- 
prise Cooperation Staff on page 111 of the justifications. 


BIOGRAPHICAL SKETCH OF DIRECTOR 


Dr. Jounson. Mr. Clevenger, may I present Mr. Begg, who is in 
charge of this division, and place a short biographical statement in 
the record? 

(The statement is as follows:) 


Joun M. Beaa, GS-15, $11,800, 1778 PennsyLvania AVENUE NW. 


Title Director, Private Enterprise Cooperation, International Information 
Administration 

Area supervised i y supervises the work of the Private Enterprise 
Cooperation Staff of the International Information Administration. 

B ground Harvard University, bachelor of arts, 1924 (graduated 1923 with 
honors): Oxford University. 1 3-25, bachelor of arts with honors; Harvard Law 
School, 1925-26; publicity department, International Telephone & Telegraph, 
New York, 1926-27; educational film production, California, 1927-28; assistant 
editor and Far East director of Fox Movietone News, 1928-30; national editor of 
[rans Lux Theaters and associate editor, Pathé News, 1930-36; executive vice 
president of Motion Picture Merchandising Corp., 1936-40; executive assistant 
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o president, Phillips H. Lord, Ine. (radio production), 1940-41 


int in Division of Cultural ations, Department of State 
sistant Chief, September 1! (Chairman, Joint Committes 
hice on Content of Motior tures, 1943-45 Assistant Chief, 
d Radio Division, 1944; C International Information Divi 
1944, P—S (this was the first time the Department of State had created a div 
pecifically for international information purposes); Chairman, Joint Committee 
Publications, 1944-45; alternate, United States representative, Subcommittec 
Kducation, Committee for Strengthening Democratic Processes, Far East 
ommission, 1945; Chief, International Motion Pictures Division, 1946 (eon- 
lidation of OWL, OLAA, and State Department motion picture activitic 
Assistant Director (in charge of media), Office of Information and Idueational 
xchange, 1947: Vice Chairman, United States Delegation, Inte: ! 
erence on High Frequeney Broadcasting, Atlantie City, 1947 
United States Ambassador to the Netherlands, October 1949 to 
Chief, Private Enterprise Cooperation Staff, since December 24, 195 
Duties As Chief, is responsible for timulating and encouraging private 
rganizations and individuals to develop activities in support of ILA program 
ybjectives, with particular emphasis on projects and activities which are largely 


eli-contained 


COOPERATION OF PRIVATE ENTERPRISE 


Dr. Jonnson. I would like to point out that on his budget, which is 
$126,800, he has been receiving, through his ingenuity and imagina- 
tion, literally millions of dollars of free private enterprise funds in 
cooperation with our overall program. It is something that is very 
hard to estimate. I think even the most conscientious estimators 
might say $3 million or $4 million would not cover the cooperation 
work now. I think Mr. Begg will touch upon that. It is my pleasure 
to introduce Mr. Begg. 


PURPOSE OF PROGRAM 


Mr. Brac. Mr. Chairman and gentlemen of the committee, the 
Private Enterprise Cooperation Staff has the responsibility for devel- 
oping active participation of private agencies, business firms, non 
profit organizations, and individuals in projects which can effectively 
contribute to the objectives of the international information program 

Its purpose can be divided into three main categories: 

1. To utilize the professional and technical know-how and facilities 
of American private enterprise to supplement the programing being 
carried out by the Government’s information program. 

2. To encourage national associations, business firms, nonprofit 
organizations, communities, schools, fraternal organizations, and 
individuals in planning and developing international information and 
public relations projects paralleling but independent of Government 
activities in this field. 

3. To develop projects which are carried out independently of 
Government and which could not be carried out by the Government 
for various reasons. 

To achieve this purpose the Private Enterprise Staff de velops idea 
for, then initiates and guides, participation by non-Government 
organizations and individuals. The basic principle on which such 
activities are developed is that they will serve the objectives of the 
private organizations concerned as well as the objectives of the info: 
mation program. 

The obvious advantages of such activities are low cost to the tax- 
payer; implementation of information objectives without the stamp 
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of Government propaganda; and the gradual mobilizing of privat: 
enterprise to participate, on a democratic basis, in international infor- 
mation and public relations. 

The Private Enterprise Staff is not an operating unit. In carrying 
out its responsibilities, it frequently has to depend upon the support 
and cooperation of other elements of IIA. It is a small staff, at present 
totaling 9 officers and 7 secretaries, located in Washington, New York, 
Chicago, and San Francisco. The officers are persons formerly en- 
gaged in newspaper, radio, motion picture, public relations, community 
participation, and small businesses. Its small budget consists pri- 
marily of travel and guidance pamphlet funds. 


COOPERATION OF PRIVATE ENTERPRISE 

During the first 2 years of this activity, most cooperation was 
obtained from nonprofit groups. Within the last 2 years, however 
the vast potential of American business and other organizations with 
vested interests overseas has been tapped, albeit lightly. While in 
the early stages emphasis was directed at obtaining ccoperation for 
projects which would supplement the Government program, this 
direction was changed within the last 2 years so that private organiza- 
tions are encouraged to either parallel what we are doing or to act 
independently of the program. In all cases the Private Enterprise 
Cooperation Staff is the guiding force. 

Despite the small budget and staff, over 600 organizations and 
individual groups have undertaken more than 750 projects. It is not 
possible to estimate in dollars and cents the savings for the taxpayer, 
but it would not be amiss to say that it has been considerable. Per- 
haps more important is the fact that these voluntary activities have 
been useful psychologically because, to all intents and purposes, they 
were not associated abroad with Government propaganda. 

Although much has already been accomplished in enlisting the 
cooperation of private enterprise in the campaign of truth, it has 
become obvious that there is still a vast field to be tapped. 

Plans have already been drawn up for organizing whole communi- 
ties to participate in information activities. National associations 
are slowly being enlisted in the campaign. However, the extent to 
which future activities can be developed depends upon the tools 
available for executing them, primarily in terms of staff and travel 
funds, both in the United States and overseas. 

Mr. CLevencer. Now suppose you tell us about your accomplish- 
ments, Mr. Begg. 

Mr. Breaa. I think the best way would be to give you some examples 
of the kind of work we do. I could furnish a statement showing what 
activities we have carried out in the last 6 months. 

Discussion off the record.) 


OFFICE OF THE ADMINISTRATOR 


Mr. CLEVENGER. The next item is the “ Office of the Administrator.” 

Dr. Jonnson. There were 17 positions in 1953 at a cost of $168,602, 
and in 1954 it looks like 17 positions, although I may be able to cut 
that down, and it shows a decrease of $4,386. 

Those are the services of people who assist me in the operation. 
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TRAVEL 


Mr. CLEVENGER. You do quite a lot of traveling, I see. 

Dr. Jounson. Yes, sir. 

Mr. CLEVENGER. Six overseas trips by ITA. 

Mr. Bow expressed some interest in travel of that kind yesterday 

Mr. Bow. They have 113 domestic trips for a total of $7,442 and 
10 overseas trips for $18,553. 

Mr. Krupa. Attached to this office are an average of five con- 
sultants, and part of this travel is the travel of the consultants 
bringing into Washington and sending them on missions. 

Mr. Cievencer. That would be a very expensive operation 
travel of consultants all over the country. The total amount is 
staggering. 

A good many times it becomes a sinecure for travel and recreation 
without too many specific duties. 

Dr. Jounson. I want to throw out as much of that as I can. On 
the other hand, I do not know what I would have done in my office 
if it had not been for Mr. Streibert, because we had to cut back radio 
and he was an able fellow. 


PERSONAL SERVICES 


Mr. CLevencer. The item of personal services is practically the 
same. It shows a saving of $4,000 in 1954 over 1953. 

Dr. Jonnson. That is right. 

Mr. CLEVENGER. You are asking for an increase of five positions 

Mr. Kimpauu. No, sir. It is the same as last year 


Mr. CLEVENGER. It is five over the year before. 

Dr. JoHnson. We might even decrease that 

Mr. CLevenGcrerR. We may be able to help you 

Dr. Jounson. That is right. 

Mr. CLevEeNGER. Is there anything more you want to say about 
this? 

Dr. Jounson. I do not think so. 


te — . , ’ » . 
ONGRESSIONAL AND Pusiic INFORMATION 


Mr. CLEVENGER. The next item is “Congressional and public in- 
formation,’”’ on page 114 of the justifications. The request is for 
$81,800. The 14 positions shown cost more each vear. Fourteen 
positions in 1952 cost $30,000; 14 in 1953 cost $64,000; and 14 posi 
tions in 1954 cost $78,789. Why is that? 

Mr. Kimpatu. | believe the reason for that difference is that this is 
the full year cost of the staff that was being built up for those 2 vears. 
People came in and were not on for a full year as far as the salary rates 
were concerned. 

There are the same number of positions, and I know of no general 
upgrading. I believe it was just the full salaries in this vear, which 
were not involved last vear. 

Mr. CLEveNGeER. But there was $30,000 for 1952, $64,000 for last 
vear, and for 1954 it is $78,789. It must have covered the full vear at 
least in 1953. 

Dr. Jounson. It is an increase of about $14,000 in 1954 over 1953 
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Mr. Kimpauu. The figure of —e employment for the 3 years 
would have been $79,095 in 1952, $79,835 in 1953, and $80,495 in 1954. 
in other words, it is $1,000 difference ; in all 3 years. 

The lapses the first year were $48,000, the second year $16,000, 
and the third year $2,400 


VOLUME OF ACTIVITY 


| would like to provide for the record a brief statement of the volume 

of activity handled by this office. It is the office which, among other 
things, handles the large volume of correspondence from the general 
public in letters and so forth which have to be answered, from Members 
of Congress, and so forth. The number of telephone calls alone will 
verage as high as 350 a week, with a large volume of correspondence. 


rte this is the office for the whole tgeci ition which provides answers 
to questions which the general public, Congress, and others may write 
in for. It is an.office of inquiry and iim oie nature. 

The information is as follows 


Wor PERFORMED IN .§ DURING THE PERIOD JUNE 8 
THROUGH JUNI 53 


formation is staffed by 14 persons 
her principal officers in charge of press relations, 
itions and speeches. These officers are assisted 
g 2 congressional mail drafting officers. <A staff 
it ts complete the IR compliment. 
tical breakdow f 1 office workload, considered from the standpoint 
functions performed follows: 


Meeting and 
interviews 


ikdown of these same statistics indicate the sources and nature of 
yhone calls, meetings and correspondence: 


ressional 

ngovernmental Organizations 
Private citizens 
Department and interdepartment 

s and interviews 
On congressional and congressional mail 
On press and related matters 
On publications and related matters 
On general public relations matters 


Congressional 
Pre SS 
Pubiic 


I 


x 
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OrriceE OF PoLIcIES AND PLANS 


Mr. CLevenGcer. Next is the “Office of policies and plans’ on 
page 116 of the justifications. The request for 1954 is $504,000 
There are the same number of people in 1954 and 1953, but it calls 
for $40,161 more in 1954. We would be interested to know why 

Mr. Hamitron. | think I can explain the cost in the first place by 
saving this staff was brought together under the ILA reorganization, 
and it did not achieve its strength until the beginning of 1953, about 
last January. Therefore, the cost will be greater, because there will 
be more positions filled in 1954 

The purpose of this staff is to provide political direction to the 
organization. The staff is organized to parallel the organization of 
the Department of State. We have an area staff which is divided 
in the same way the Department is. We have a functional staff 
which corresponds to the Department’s functional bureaus, the 
U. N. and E., and this staff undertakes to keep itself fully informed 
about all developments of foreign policy. 

I phrased that in terms of information policy to the organization 

Dr. Jounson. It really is the hard core of our whole department 

Mr. CLevencsr. Is there a hard core? 

Dr. Jounson. | hope so 


INCREASES REQUESTED FOR 1954 


Mr. Cinvencer. How much of this increase is for within-grade 
promotions? 

Mr. Hamriiron. I do not have that. 

Mr. Scuowartz. It is $5,425 

Mr. CLevencer. For upgrading, $5,425? 

Mr. Scuwartz. $5,425 represents the increase for within-grade 
promotions. 

Mr. CLevencer. And the balance is lapses? 

Mr. KimBauui. Let me explain not only on this office but several 
of them. As you will recall, the International Information Admin- 
istration was set up in January of 1952 and involved pooling various 
groups of offices from different parts of the Department, including 
groups which had been outside of what was the old USIE. As a 
result, during the first 6 to 9 months of the ILA, which involves. bot! 
1952 and 1953, over that period there was a period of having to 
assemble and bring the office staffs together. That is the reason for 
the lapse part of that. 

Mr. Ctevencer. What is requested in this appropriation for within 
grade promotions? 

Mr. Scuowartz. $312,651, which is noted on page 4. 

Dr. Jounson, That involves how many people? 

Mr. Scuwarrz. That is the entire civil-service staff 

Dr. Jounson. How many people? 

Mr. Scuwarrz. It covers 1,182 departmental positions, 1,439 field 
positions under civil service, the latter essentially VOA, and 1,221 
overseas American positions in the Foreign Service. 

Mr. Cuevencer. Travel and the other expenses are up some 
Most of the increase for 1954 is in personal services 

Mr. Hamittron. Yes, sir 
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Mr. CLevenGcer. Where was this item formerly? This is a differ- 
ent listing than in the appropriation a year ago. 

Mr. Kimpauu. Yes, sir. You remember last year the budget was 
made up before the ITA was established. They came up under the 
old organization of USIE, and this was divided between what we call 
the old P/POL, which was the policy staff over in Mr. Barrett’s office. 

Mr. Hamriron. And the other was PRS, which was the program- 
planning staff. 

Mr. Kimpauu. Essentially it is a combination of those two offices. 

Mr. CLtevenGcer. Does that cover about all you have to say on this 
one? 

Mr. Kimratt. I think so. 


EVALUATION 


Mr. CtevenGer. The next item is for ‘“Evaluation’’, on page 118 
of the justifications 

Dr. Joanson. Mr. Gedalecia will speak for this division. 

Mr. Gepaecta. Mr. Chairman, | do not want to read a statement, 
but I would like to cover several points, with your permission. 

Mr. CLevencer. This “Evaluation” has been a very extravagant 
activity to maintain. 

Mr. Bow. During the course of your statement, will vou explain 
why the ‘Personal services’ more than doubled from 1952 to 1954? 

Mr. CLEVENGER. I imagine it was because of unfilled positions. 
It was $28,000 in 1952, $71,000 in 1953, and $78,000 for this year. 

Mr. Scuwarrz. In 1952 this was a new staff. The actual positions 
were 16 in 1952 at a salary rate of $106,150. In 1953 there were 
14 positions at $71,010, and there are 14 again for 1954 at $71,420 

The actual record in 1952 is due to vacancies as the staff was estab- 
lished, and lapses were $78,000. In 1953 the staff built up, and it 
was only $7,300, and for next year, with the full staff, we estimate 
only $2,000. 

Mr. CLEVENGER. see you up here on the budget in 1952 

Mr. Scuwarrz. No, si 

Mr. CLEVENGER. | will give you a refresher course on that. That 
was the year we bore down hard on these lapses, and we recommended 
that this thing be curbed. You always have managed to keep the 
same number of people one way or another. But you did not have 
full-time funds for many of them. 

Mr. — pALECIA. No, sir. 

Mr. ‘LEVENGER. Now, this year you have 14 people against 16 in 
1952 the year we were really putting the pressure on to get this thing 
an on a rational basis. But your pay request here is $78,000. 

Mr. Gepatecra. May I say that in 1952, when I first came here, 
there was myself and a secretary. I had no desire then to build up 
a staff. I felt at that time, despite the fact that your committee was 
bearing down, that we were not in a position to try to build up a large 
staff, and it was against my desire then and, as a matter of fact, in 
my budgets that have been submitted they have not skyrocketed as 
far as personnel are concerned. 

Mr. Cievencer. You are spending about half as much for the 
program as you did in 1952, but you are increasing the personnel 
cost by a matter of almost three times over 1952. 

Mr. Gepavectia. Yes, sir. 
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ACCOMPLISHMENTS 


Mr. CLevencer. You cannot blame this committee if they fail 
to go along with all of this mushroom growth. Evaluation hasn’t 
helped to show us anything in the way of accomplishments; and 
the general public and the Congress itself have put an evaluation 
on your program, and it is bad. But we cannot be blamed for that. 
We have tried our best to keep it simple and keep it realistic and 
within bounds. 

Mr. Gepavecia. I wonder if I might speak to that. 

Mr. CLevenGcer. You are duplicating the work that other people 
- doing. The press service tells us the -y have to have people in 

New York, and it is over $1 million; they say they cannot wait to 
get reports from commercial news services and, therefore, must 
have people in New York. It seems to me that they are duplicating 
what the commercial services are doing. And it looks to me you are 
just duplicating staff work that is probably already being done. 

Mr. Gepavecia. I want to address myself to two points you have 
made, if I may: First, what has the evaluation accomplished; sec- 
ondly, in terms of positions, actually, the overall evaluation of posi- 
tions within the program. They have been decreased by 34, and it 
is my desire as we go into next year to increase the number slightly 
of those people who can cover many areas in the field and reduce 
the net number of positions 

I do feel there is one point—that the Congress has given us a 
certain amount of money to deal with outside contractual organiza- 
tions, to see that they do the research for us. That does require a 
certain amount of monitoring. If you let it go by itself, it becomes 
an awfully wasteful and dangerous procedure. That does not have a 
great corps of people today, but it takes a few people to be able to 
follow this. Otherwise, I think any money spent for providing moni- 
toring is a wasteful thing. 

Mr. Cievencer. Right there, I want to make a comment. If 
this committee had five evaluators, we could save just millions and 
millions. If we had someone to check these operations before they 
get into the ridiculous condition that some do, a lot of those agencies 
never would grow to the size they do. The evaluation that the 
public and the Congress of the United States put on this whole opera- 
tion is what counts. And I do not need to tell you that you are in 
the doghouse as far as Congress is coneerned. 

I cannot go on the House floor and sell a bill of goods without having 
the right labels and being able to say ‘This is it, and we are getting 
value.” And I am not going to promise you we are going to perform 
miracles. 

Mr. Gepatecta. I have not come to promise miracles, but it is my 
belief that evaluation is exactly what you have mentioned. This is as 
close as you can come to a bookkeeping operation in something like 
the information program. It is something I want to see it do, and 
it is something that I have been working toward. It is something 
[ had experience with before I came into the Government, and I am 
trying to institute some procedures here. 

When I was here last year, I could not do very much more than say 
‘Here is what we plan for the future.” I would like to tell you some 
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things, give you some idea of what has been accomplished in this pas 
year, and then tell you where I think it might go 

[ believe if this operation has anv meaning—I am referring to 
evaluation—it has meaning only for Dr. Johnson and this committe: 
and the similar committee in the Senate as a means of seeing whether 
or not this program works, 

It can be done in | of 2 ways. It can be done by people’s personal 
opinion and how they feel about it: it can be done the way it is done 
in American business, by factually trying to collect information and 


d l am as close to the treasurer’s report as I can get. | 
am not there. We are quite a distance from it, very frankly, but | 
believe we have in this the seeds of being able to find out whether or 
not this program does work and to let you gentlemen know where its 
shortcomings are and where its strong points are. 


SAVINGS AS RESULT OF RECOMMENDATIONS OF EVALUATION STAFF 


Mr. Bow. Can you tell us what recommendations this Division has 
made in the last year that have effected savings to the taxpayers ol! 
the United States? 

Mr. Grepavecta. | would say it this way: We have begun 

Mr. Bow. I would like specific instances. You have been in opera- 
tion for a year. | would like to know what recommendations you 
have made that have meant savings to the taxpayers in the evaluation 
of the program 

Mr. Gepauectia. I believe on the basis of some information we have 
gathered, we have eliminated radio broadcasting to a particular 
country. 

Mr. Bow. What recommendation was that? Have you the specific 
recommendation on that? 

Mr. Gepavecia. I was part of the Planning Board which recom- 
mended that we cut out broadcasting to Israel on the basis of what 
we learned about the effectiveness of our broadcasts. 

Mr. Bow. Was that based on a recommendation of your Depart- 
ment? 

Mr. Gepavecia. Yes, sir; it was based on a recommendation of our 
office. 

Mr. Bow. And do you have a copy of the recommendation you 
made? 

Mr. Gepauecia. The first recommendation I made was almost a 
year ago. I think we can find that. 

Mr. Bow. I would like to see that. 

What other recommendations have vou made? 

Mir. Gepauecia. The evaluation officer in India made a series of 
studies of the Reporter magazine there which at that time was com- 
ing out in eight Indian languages in addition to English. As a result 
of the study, it eas decided to put it out in English and one Indian 
lang lage and cut out the others. 

Mr. Bow. Can vou tell the committee how much of a saving was 
effected in that program? 

Mr. Gepauecia. No, sir; I cannot. 

Dr. Jounson. But that could be determined? 

Mr. Grepavecia. I believe it could be determined. I do not have 


such figures 
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OBLIGATIONS BY ACTIVITY, TYPE OF CONTRACT, AND CONTRACTORS 


Mr. CLevencer. Will vou furnish a table showing the funds spent 


on evaluation this vear, the names of those who hold contrac 


ts, and 


the amounts paid? 

Mr. Gepauecta. [ have it right here 

Mr. Witser. Mr. Chairman, we have already been requested 
not want that in twice? 


Lo 


put in the overall request. You d 
Mr. CLEVENGER. No; not if it is already in 


Mr. Witser. The second part of your question, we will still have to 


provide 


Mr. CLEVENGER 
The information requested follows 


We would iike to know who gets what 


Evaluation positions and ¢ 





79: 


- 


Obligations for evaluation contracts, fiscal year 1953-—July 1, 1952, through June 
1953 
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UNITED States ApDVISORY COMMISSIONS AND SECRETARIATS 


Mr. CLevencer. The next is United States Advisory Commissions 
and Secretariats on page 122 of the justifications. This is a formidable 
one. 

Dr. Jounson. I would like to say it has been a very helpful experi- 
ence for me to work with these commissions, who are devoted to the 
work, as you can see, and who have studied this program. And my 
only regret is that I am not able to meet with them more frequently, 
but I have had at least 2 meetings of practically the full committee, 
and it probably has had 8 or 10 other meetings that I was unable to 
attend. They have been very critical of some things; on the other 
hand, they think certain things we are doing are good. 

Their whole object is to deemphasize what is not effective and to 
strengthen those activities that seem to be getting us some results 
and eliminate those which are wasteful. 

You know who these people are; do you not? 

Dr. Mark A. May, chairman of the Information Advisory Commis- 
sion, is director of the Institute of Human Relations at Yale; Mr 
Philip Reed is chairman of the board of the General Electric Co.; 
Judge Justin Miller is chairman of the board of the National Associa- 
tion of Radio and Television Broadcasters; Erwin D. Canham is 
editor of the Christian Science Monitor; and Ben Hibbs is editor of 
the Saturday Evening Post. 

Mr. Kimpauyi. The membership of the United States Advisory 
Commission on Educational Exchange includes as chairman Dr. J. L. 
Morrill, president of the University of Minnesota; Mr. Mark Starr, 
educational director, international Ladies Garment Workers Union, 
as vice chairman; Dr. Harold Willis Dodds, president of Princeton 
University; Dr. Edwin B. Fred, president of the University of Wis- 
consin; and Dr. Martin R. P. MeGuire, professor at Catholic 
University. 

The funds in here are for the staffs of these 2 advisory com- 
missions, one of which has a staff of 7 persons and the other has a 
staff of 6 persons, and for the travel of members of the commissions 
to come to their regular scheduled and special meetings of the com- 
missions and their small incidental expenses. 

These commissions, as the committee, | am sure, is familiar, which 
are established by Public Law 402, report to Congress; they also 
advise the Administrator of the program and the Secretary of State. 

Those are the staffs which are provided in order to make certain they 
have sufficient independence to obtain reports and information and 
to do the work that is to be done for them. 

As men who are appointed by the President and confirmed by the 
Senate, they work without compensation. 


REGIONAL BurgAus Puptic AFFAIRS STAFFS 


Mr. Cievencer. The next one is regional bureaus public affairs 
staffs at page 124 of the justifications. The request is for $222 

What are the duties of this group? 

Mr. Hamitton. In each one of the regional bureaus of the Depart- 
ment there is a small staff of public affairs experts who have two 
functions. One is to contribute to the formulation of foreign policy 
by contributing public attitudes information for the IIA; the other 
is to keep us constantly provided with information about develop- 
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ments in foreign policy; that is, to establish developments before 
they become available in any written form 


TRAVEL 


Mr. Bow. Who is Carmel Sullivan? 

Mr. Hamiiron. She is an officer in the Bureau of European Affairs 
especially concerned with our program to the Iberian Peninsula. 

Mr. Bow. She made a trip to Lisbon, Paris, Bonn, and Madrid 
Was that a necessary trip? 

Mr. Hamitron. I am unable to state personally 

Mr. Scowartz. She represented that Bureau at the regional publi 
affairs conferences which were held at Bonn. 

Didn’t she go to Brussels? 

Mr. Bow. No. You had Helen Kirkpatrick go to Brussels. She 
was over there at the same time Carmel Sullivan was there. 

Would it not have been possible for one to cover all of those rathe: 
than sending a separate person to Brussels and one to Lisbon, Paris 
Bonn, and Madrid? 

Robert Donhouser went to London and Brussels at the same time 

Here is an interesting thing I would like to have explained. Helen 
Kirkpatrick went from Paris to Brussels to attend the conference 
there. Why could not she have taken care of those? 

Mr. Scuwarrz. There was a North Atlantic Council meeting, as 
[ reeall, at the same time in Paris as these public affairs conferences 
and Miss Kirkpatrick, who was the head of the public affairs staff for 
the European region, went over essentially for that and took a day 
off, as I recall, to come to the Brussels conference. Two analysts 
were actually assigned, one to cover one conference and one to cover 
the other 

| am not suggesting we can defend sending too many people to 
these conferences; | merely wish to indicate the purpose of those trips 

Mr. Bow. Who is Catherine Porter? 

Mr. Hamitron. She works tn the Bureau of Far Eastern Affairs 

Mr. Bow. What are her functions and duties? 

Mr. Hamiuron. I believe she is primarily concerned with the pro- 
gram in the Philippines and certain other countries in that area 

Mr. Bow. What would be the reason for her making a trip to 
Saigon and Manila? 

Mr. Scuwarrz. We had a southeast Asia public affairs conference 
at Rangoon, and she was a representative at that conference. 

Mr. Bow. Just what is her position in the Department; what does 
she do; why was it necessary for her to make those trips? 

Mr. Hamitton. I would assume she would be called a public affairs 
adviser in that section of the Bureau of Far Eastern Affairs. Her re- 
sponsibility is to be keenly aware of public reactions, public opinions, 
in the countries for which she is responsible, to advise the Bureau as 
to what will be the public reaction to planned activities of that Bureau, 
and also to advise us what the Bureau is planning to do. 

Mr. Hamiiron. One of the purposes was to get the attitude and 
public opinion in the country. 

Mr. Bow. Is it your opinion that she could get public opinion on 
the visit she made, on such a trip, from the 5th of November to the 
10th of December in traveling; do you feel that she could actually 
get the reaction of public opinion? 
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Mr. HamiLtTon. She can come back, and the field people are able 

to interpret to her the situation, in a manner in which they never 
could do, by any written communication. 
# Mr. Bow. Will you explain that to me; how she can go out there 
and sit across the table, and talk to these people, and get public 
reaction to the people out there? Why cannot the field people write 
ntelligent enough to communicate the situation back here in Wash 
ington; will vou explain that to me? 

Mr. Hamintron. There is something about personal contact, Mr 
Bow, that I believe we all recognize, that you cannot get through 
communication. When you come in direct contact with persons, 
vou get something that they cannot write. 

Mr. Bow. It seems to me that is pretty much an answer to a great 
deal of this travel. I poimted out, Dr. Johnson, when you were not 
here, to some of the testimony, that it seems to me you have a lot of 
people in these foreign positions who ought to have enough intelligences 
to sit down and write a report, so that vou do not need to have so 

any trips. I said I recognize the need for some of the travel 

Mr. Haminrron. Certainly 

Mr. Bow. But certainly there is a lot of this that has not improved 
anything at all I think it is something we are just going to have to 
watch. 

Mr. Hamitron. Could I say one more thing about this: As you 
may recall, in some of the discussions here, it has been brought out 
that the [ILA took the view and emphasized the importance of much of 
the work being done away from Washington, through field direction, 
and that shift involved a substantial consultation with the field offices 


to give them the answer to their role, and also to make the people in 
Washington understand how their role was to be interpreted, therefore 
there were an unusual number of conferences for that purpose 

Mr. Scuwartz. And may I add that most of the trips you refer to 
took place in the first half of the fiseal vear, when you have a total of 


ome 119 overseas trips 

Mr. Bow. Just a minute. This Sullivan trip was in November 

Mr. Scuwarrz. That is the first half of the fiscal vear 

Mr. Bow. First half of the fiseal vear, I see 

Mr. Scowarrz. Yes. And, as Mr. Kimball indicated yesterday 
there has been a very tight clamping down on the number of trips 
We have had only 33 in the second half of the fiscal year. Most of 
the trips vou are now discussing took place during the period when 
Dr Compton desired the people to go out and confer in the field, and 
a number of conferences were held during this 2-month period, in the 
Far East, in India, and in Europe, and the trips of Sullivan and Porter 
vere particularl, related to that 

There has been considerable difficulty in the policy situation relat 
ing to far eastern affairs, dealing with a very complicated problem, 
and the need for the public affairs officers in each country to have 
some contact, so that there could be developed a consistency of policy 
was specifically a part of the conferences scheduled, to deal with policy 
matters. 

Mr. Bow. You mean the people coming back from these conferences, 
and as a result of the trips, ind by reason of their going over there 
meant we could cut down and even save some of the funds that have 
been appropriated? 

Mr. Scuwartz. [ think on these series of conferences, we achieved 
two results: We did install the basis for getting the field to estimate 
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the amounts needed; and secondly, we obtained information that 
later enabled us to put in the so-called Dodge review reductions. 

Mr. Bow. In view of that answer, I would like to have the report 
of Carmel Sullivan, Robert Donhouser, Helen Kirkpatrick, and 
Catherine Porter, on their return from the conferences to which 
reference has been made. 

Mr. Kimpauu. Yes. I would like to interpolate, Mr. Chairman, 
that Dr. Johnson was not here, but we stated that we do have a much 
tighter control, and that is indicated, I believe, by the difference 
between the 119 trips for the first 6 months, and the 33 trips in the 
second 6 months of the last fiscal year. 


SEPARATION OF INFORMATION FROM THE STATE DEPARTMENT 


Mr. CLevencer. I would like to make one comment, Dr. Johnson. 
Yesterday or the day before I told you how I felt about the separation 
of this information program from the State Department. 

Dr. JoHnson. Yes. 

Mr. CievenGcer. I do not think anybody could doubt, after hearing 
the testimony of the witnesses this morning, that this separation is 
going to be more expensive. I think that is indicated by the testi- 
mony of these gentlemen here. We are going to have two separate 
estimates, and the effort to control it is going to be that much more 
difficult. That has been one of the difficulties in the United Nations, 
which has grown almost beyond understanding. 

Dr. Jonnson. Yes 

Mr. CirevenGcer. | think maybe you see the validity of my argu- 
ment. Ihave not talked to Mr. Preston about it, but I know that 
Mr. Rooney agrees with me, that it ought to be here, where we can 
have some control over it. 

TRAVEL 


Dr. Jounson. I would think that if you had a tough man, an 
experienced man, who will try to do the job with a lesser amount of 
money, operating independently, that will try, really, to do a day-to- 
day control job over travel, and things of that kind, that it can work 
out all right. 

I know there are a good many trips, which seem to be offhand, and 
you realize they all took place before I came, and I do not know 
anything about them—could have been cut down. 

Mr. Ctevencer. The travel which the American people have paid 
for ran about a billion dollars last year, according to all reports. 
There are thousands of reasons why these people say they should 
travel. It is a very nice way to take a vacation. They find it easy 
to set up a trip, which is paid for at public expense. 

I am saying this because this is a hard job on this side of the table. 
[ felt | had a big one when I was in the minority, but now I am trustee, 
so to speak, of this fund for the whole house. 

Dr. Jounson. I realize that. 


NECESSITY FOR KEEPING BUDGET AT MINIMUM 


Mr. CLevenGcer. Every one of us took a solemn oath to protect 
and defend the Government of the United States, both from foes 
within and from without. 

Dr. Jonnson. Yes. 





19; 


Mr. CLevencer. And I am raising these questions because I am 
trying to make all of you realize the importance of keeping the size of 
this fund down. 

Dr. Jounson. I realize that. And I have no criticism whatsoever 
to any of the questions you have asked. The matters you have 
brought out have been a great help tome. Many of the things I did 
not know about, and it has been, really, most inspiring for these 3 
or 4 days to come here and meet with you gentlemen. 

Mr. CLeveNGER. I have heard comments on the radio, night after 
night, and have read certain statements in columns that leave the 
inference that the people of the country don’t bave sufficient con- 
fidence in Congress. I have had some 37% years’ experience as a 
businessman, and I want to say I have got great respect for the 
American businessman, and I know if the larger percent of them, over 
90 percent of them were not honest, a credit system such as we have 
operating in the United States just could not exist. 

Dr. Jounson. It would fall apart. 

Mr. CLevenGcer. Yes, it would. And I have respect for the busi- 
nessmen in this country, and I also have respect for the Members of 
Congress, both those on the majority and minority side. 

Dr. Jounson. Yes. 

Mr. CLevENGER. I am simply telling you that this is a difficult job 
we have to do. 

Dr. Jounson. I know it is. 

Mr. CLevencer. If we are going to carry out the President’s 
policy of trying to balance the budget, and effect a tax reduction, we 
have got to watch every item, and to make cuts wherever possible. 
And it is not just a matter of our committee deciding that we are 
going to do a little cutting here or there, but all of us must watch all 
of these items, because the little items combined amount to a whole 
lot in the end. 

Dr. Jounson. I realize that. And I would just like to add this 
comment, that I came down here for the purpose of trying to be of 
service to the Congress and to the American people, and if there is any 
water I can squeeze out, and if there is any saving that we can make, 
I am for it. 

Mr. CLevencer. Well, last year, when they came up with the 
budget for this operation they requested $255 million of the Bureau 
of the Budget, which allowed them $171 million. Even after Con- 
gress cut further, they still had more money than they could spend; 
which proves that the Congress was right, and that the Bureau of the 
Budget was wrong. 

Dr. Jonnson. I realize the Budget Director has required a general 
cut this year; but we have got a lot to do, and | think we need enough 
money to do the job. 

| think with good administration, honest administration, and able 
administration we can accomplish the results that are expected of us 
by the American people and the Congress, provided we are given ade- 
quate enough funds to do what I think is a right kind of job. 

Mr. Cievencer. | think if you can point to some real accomplish 
ment from our foreign policy during the last 10 years, resulting from 
the huge amount of money that has been expended, it would help. 
But are we getting peace of mind, are we getting peace in the world? 
It seems to me that we have more unrest now than we have ever had 
in many areas, and it is not a question of who got us in that condition; 
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we are there We have got to find some w ay to get out, and I would 
like for us to come out of the melee with some feeling of victory. 
Dr. Jounson. Certainly 


ACTIVITIES IN KOREA 


cannot get enthused over this arrangement in 
aken place 

Dr. Jounson. Do you not think that we must explain to the 
Korean people why we are there? There are matters which have 
come up which make it difficult, but I think one of our jobs is to explain 
to them why we are there. 

\ir. Hamiitron. Could I just add this word 

ir. Bow. May I interpolate this statement: I stated yesterday, 
Dr. Johnson, that if the people in Korea, after our 3 years of spending 
our blood and fortune, have not found out yet why we are there, | 
just do not know how it can be done. 

\ir. Hamiron. I do think, Mr. Chairman, in Korea, that we have 
a very special problem; first, that of maintaining friendly relationship 
between the Korean people and the Army of the United States in 
Korea. If we can do that by explaining our position, it may obviate 
the necessity of having to use armed forces at a greater expense 

\ir. Bow. Can anyone tell us how much this program has cost the 
United States this year in Korea? 


Mr. CLEVENGER. | 
Korea that has just 1 


Dr. Jounson. In Korea—-I- think we have those figures 

Mr. Hamitron. There must be some figures here. 

Dr. Jonnson. Mr. Merson, I think, can throw some light on that 
question. 


IMPORTANCE OF OPERATING IN FREE WORLD COUNTRIES 


Mr. Merson. [ thik that Mr. Hamilton has already made the 
point; but I would like to take England as an example, Mr. Bow 
I am certain that today’s international situation in England is such 
that we find ourselves there with a Conservative government, having 
to try to arrange negotiations, and I am not sure that there is free 
will of the Conservative government in England; I think they have a 
very thin majority in the labor opposition, which, by the way, is 
unfriendly to the United States. JI understand there is available 
some report that thev are friendly to Western Kurope, but they are 
not friendly enough to the United States. Communist propaganda 
is doing all it ean to create a misunderstanding between the United 
States and those who ought to be our allies. And, the British Govern- 
ment cannot and will not make our case for us on such important 
matters as West-Kast trade, or on our political affairs. 

That is a question that faces us, and the thing that I have urged this 
committee, in meeting that situation, is whether or not we should not 
be spending a great deal of time and effort and money on those people 
in whom we have a chance to keep as allies. We know that basically 
we are close to Britain, Canada, Australia, and tlhe other free nations. 
And I think we have got to make known whether or not, even with 
the nations which we do know are our friends, what our position is. 
And, it is the considered judgment of everybody with whom I have 
talked over this problem, some of them in the Diplomatic Service, 
that we need to make a more determined effort in the free world 
countries, so-called free world countries, which might otherwise be 
considered to be 
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ACTIVITIES IN KOREA 


\lr. Bow. Have you now found the figures for Korea? 
\ir. Scuwartz. It is $1,947,000 for South Korea, and the radio 
rk for North Korea we estimate at $446,000. 
We have submitted a table which will give those figures, I believe 
Mr. CLtevencer. That is the amount in the budget for next year? 
Mr. Scuwartz. That is for 1954 
Ir. Bow. Do you have the amount spent last year in Korea? 
Mr. Scuwarrz. We will have to supply that. 
Mr. Bow. Could you give me now a rough estimate of about how 
ich it is? 
\ir. Hamitron. | would guess that it would be considerably more 
Mr. Bow. Considerably more 
Mr. Hamitron. Yes. The amount is $2,169,000. 
Mr. Bow. What is the condition today with respect to the people 
South Korea, and their attitude toward the United States as 
ympared to a year ago? 
Dr. Jounson. The influence there and the administration of the 
yintry has been such that no doubt there are many people deciding 
at we promised to do certain things in that area about Korea. They 
m that we went in there to unite Korea, and now we have changed 
policy, and are trving to arrive at a truce that will keep them 
art, Which makes it difficult, and I think it is extremely important 
we try to answer some of the propaganda that has been built 
a ‘ainst us. 
\ir. Bow Dr. Johnson, I am just wondering how much of the 
yblem we now have in Korea hi 
ea, of their getting a promise that we were going to do certain 
ngs to help them unite their country, and now we are going to 
e to go back in there and spend a lot of money to explain our 
ce of attitude. Is it not true that thev were led to believe that 
le we went in there to liberate South Korea, at the same time they 
believe that we are going to help unite Korea, and that now we 


abandoned that idea, and now we have got to go back into 


is resulted from this program in 


‘a, and spend a great deal of money trying to explain that we did 
promise them what they think 

im I wrong in that? 

Mr. Hamruron. In a sense, I think you are right. I am confident 
have tried to tell South Korea what we are doing, why we are 
ig it, and how we hope the situation will resolve itself, and what 
vill be able to do to help them in the future. I know there has been 
official statement of the United States Government to that effect, 

‘carry out the policy of the United States Government 
On the other hand, [ do not think at that time, with as much 

ypposition as there is to the same policy on the part of the Korean 
eople—I am not sure that Mr. Rhee’s position is that of his own 


) ‘opnle 


we told them we were romg to do 


We 


Mr. Bow. Of course, from the television programs we see of the 
eople’s demonstration over there, we must recognize that Mr. Rhee 
has been quite successful in telling the people his position 

Dr. Jounson. Certainly. 

Mr. Presron. Will the gentleman yield? 
Mr. Bow. Yes 
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Mir. Presron. I would like to ask a question right on this interesting 
point, which Mr. Bow has raised, and that is, specifically, whether ou 
policy and the policy of the IIA in Korea has been one of holdin 
out @ promise to Korea, of the unification of their country? 

Mr. Hamitton. No, I do not believe that it has 

Mr. Preston. You are not sure? 

Mir. Hamiuron. I do not know that we have stated that Kore: 
would be united in any foreseeable future, because our program is 
say what the position of the United States is, and we do not put th: 

(d States Government out on a limb. We will not take th: 
ch the policy people will not approve of. 
| ve that there has been any statement of Unite 
vhen we foresee a united Korea. 
tL can you state categorically that we have mh 
unification to Korea? 
I can sav that I do not believe the United Stat 
has not held out such a promise. 
RESTON. You and | agree with the last statement. 
[AMILTON 
) 


| 
' 
i 
| 


EsSTON. B vo are not holding out hope for untiication to 


nor are vou trying t tell them that we are closing the door on 
H AMILTO ‘hi ‘ms to be Mr. Rhe S opinion. 
Preston. Th hear from Mr. Rhee, the more | thin) 
man, hin] t mig be of interest, if we had 
SOTTLC f i) ictures that have been shoy 
n the last few vears, just to see what has be 
w. I think that it is a very importa 
Chairman, to know what we are doing 
now some of the thines we are doing 
ave to appropriate millions more dollar 
taken today. 
would be very interesting to me 
pictures. I have not seen thet 
iam sure we can MaKe an arrange 
a program of trying to 
and now we have 
xpiam why our p 
Dr JOHNSON. 


TRAVEI 


Mr. Coon. I wi ask you a question with reference to the tr 
that have been referred to You say that you have ticht control on 


the trips now. But in this budget I do not see any reduction in tl 
number of trips for the coming year. 

Dr. Jounson. As I indicated, we have got to make an estimate 
I do not know now how many trips will be necessary, but I can assure 
you that I am going to watch that very closely. 

Mr. Cievencer. If there are no further questions we will take up 
the next item 
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OFFICE OF MANAGEMENT 


Mr. Kimpatu. Mr. Chairman, for the next item, “Office of Man 
agement,’ our witness is Mr. Thomas J. Carolan, and we present the 
following biographical sketch of Mr. Carolan: 


> J. CAROLAN, GS-15, $11,800 


1778 PEN? 


ment, shown on page 
the justifica n, we fi i 


reques r $575.700 for the fis 
ar 1954 
Mr. Carolan, do) 


you havi he committee 
Mr. Carouan. Mr. Chairman, I am my % h vear of Gover 
ment service, having ntered Governn ) 


! 
| 
chi 


in) 19%; 

entire Government employment has be iF .e field of admu 

in such Government agencies as the Public Works Admi 

the Federal Public Housing Authority, the Office of Pri 
the Reconstruction Finance Cor 

both in Washi ( 


Government 


nhiversities 


Mr. Kimball, 


amone diff 


re ther into 


we ot 
Was st 


\ir. CLEVENGEI 
Mr. Kimpauu. Throug] 


1] 


nere Was origimailyv, i 


rm 


Management 11 now 103. 


Mr. CLEVENGER. How much 1s there in 


va as 
carried under tl 


4+} 


that were originally 
What we are trving vet is a comparable 
} 1 e 
You are asking here I 
| "7 
would ike to 
figure, 


1¢e ceneral 1a desionat on 


Dasis tor the estimate 


ase ol $46,650, and we 
get some statement that would give us a comparabie 


or $560,700, or an inere 
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Mr. Kimpauu. | would like to furnish for the record, because | 
had to get that for myself some months ago, the exact comparison, 
showing where each of these positions came from. 

The following information was supplied: ) 


4 YearR 1954 Estimate oF Positions roR OFFICE 
MANAGEMENT With COMPARABLE POSITIONS IN PRIOR YEARS 


ON OF Fis OF 
' 


iscal vear 1954 estimate of 103 positions compares with a total of 119 
establisbed in fiscal vear 1952 for the Office of Management when a 
ization of USIE resulted in the abolishing of the Office of the General 


arizes those positions of the new Office of Manage 


directly from other components of USIE and the 
1952 


» staff 
cutive staff 
executive staff 


POSITIONS 
necessary because of added functions in- 
iwervision of management activities of ITA 
15 
1 positions, IMA, fiscal year 1952 
1954 


VALUE OF GOODS STORED IN WAREHOUSES 


Mr. Bow. Before we get into a discussion of the next item, may | 
ask one further question, Mr. Chairman? 

Mr. CLevencer. Certainly, Mr. Bow. 

\ir. Bow. In your regular supply warehouses, in California and 
Ohio, what is the total value of the goods stored in the California 


warehouse, and what is the value of the coods stored in Ohio? 


Mr. Carouan. I cannot answer that with respect to each one. As 
| recall the figure, we have about $13 million total, in New York, 
California, and Ohio, more or less small stockpiling 

Mr. Bow. Will you furnish, for the record, a breakdown of the radio 
supplies and the total value of the stock in the three warehouses? 

Mr. Carouan. Yes. 

Mr. Bow. Do you have any other warehouses? 

Mr. Carotan. No 


The material is as follows: 


INVENTORY OF RADIO SUPPLIES AND EQUIPMENT 


\ll usable radio supplies and equipment are now stored or are en route to the 
New York radio supply depot with the exception of miscellaneous items of supply 
PI ppl, 

and equipment stored at Bethany, Ohio, at no storage cost to the Government 


List of radio equipment store din and en route to radio supply depot, New York 


BAKER WEST 
Description Cost 

2 each 100-kilowatt transmitters $440, 996 
Steel towers 70, 355 
2 each dual 500-kilowatt transmitters 2, O81, 200 
2 each oscillators 5, 500 
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List of radio equipment stored in and en route to radio supply depot, Ne 
Continued 


Description BAKER EAST Cost 
2 each oscillator power supply $590. OO 
\mplifiers t 300. 45 
2 each towers, steel 3, VOU. OO 


2 each tape recorders 3, 720. 00 

4 each turntables 908. 00 

Pickup kits 840. 00 
each audio peak amplifiers 5, 224 
each dual 500-kilowatt transmitters 200 
each oscillators 5, 500 
each oscillator power supply 590 
each 100-kilowatt transmitters 996 
ach audio peak amplifiers , 224 
ach oscillator power supply 590 
ach turntables 954 
ach pickup kits 120 
ach tape recorders 3. 720 
‘ach wire line insulators 68 

\mplifiers and accessorie , 800 

Copper wire No. 2 146 

2 each wire clips 20 

PROJECT 


and transmission kit 


diesel 


elvers 
t each pioneer receiver 
each kit spare parts 
; +h receiver 
5 diesel 920-kilowatt 


200-kilowatt diesel 


air COMpresso! 
vatt switchboard 
225-kilowatt switchboard 
2 each oil purifiers 
| each megawatt transmitter 
5 each therm ats and | element 
ats and 2 elements 
spare parts 
: ach oil purifiers 
l each oil filter 


Thermo tat and el 


iement 
l each oil filter 2-depth 
1 each 
6 each audio peak amplifiers 
Miscellaneous equipment 
Audio equipment 
\T; 
al 


centrifuge cleaning table 


scellaneous equipment 


\ 
Transmitter and receiver console 
Cabinet racks and accessories 


PROJECT CAST 


Equipment being held in radio supply depot pending completion 
of building in Munich : 4 090. 00 


PROJECT ABLE 
“ach recorders 500. 00 
“ach lateral feedback cutters 2. 000. 00 
sach A115 B amplifiers 550. 00 
5 each magnetic tape recorders 31, 125. 00 


PROJECT DOG 
each megawatt transmitter 

each 75-kilowatt diesels 

each diversity receivers 

each diversity receiver 

each diversity receivers 
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ss 1 en route to radio supply depot, New York— 
Continued 


r DOG conti 


, 900 
Francisco warehouses there 
, 000. 
000. 
, 000. 


radio supply de pot, total equipment 
g plant 3, O98, 962 


BETHANY OHIO 


1 wood poles _ 200, 000. 


s and equipment not charged 


3, 298, 962 
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Vhile all usable material formerly stored on the west coast has been shipped 

to the New York radio supply depot, there remains in San Francisco unusable 

aterial which is being declared surplus. This mat+rial has an acquisition 
value of $100,000 

Mr. Kimpauu. I might say, Mr. Bow, that when Mr. Seymour 
was here the other day from New York he indicated we are com- 
bining the New York Administrative Office with the Office of the 
Comptroller, and at that time 

Mr. Bow. Was the record made of the value of the goods in the 
various warehouses? 

Mr. Kimpauu. | believe that was provided. 

Mr. CLeveNGER. Are we to understand from these figures that 
he inventory is around $13 million? 

Mr. Kimpauu. $13.3 million; ves, it was at that time. 

Mr. CLevenGcer. That is in warehouses? 

Mr. Kimpauyu. That is in the warehouse inventories, and that 
would not include, as he pointed out, certain transmitters that he 
stated were still in the process Ol being fabricated. 

Mr. CLevENGER. You have some at Oakland, and you have some 
at Seattle. 

Mr. Kimpauu. This covers what is in the warehouses or 

‘ nsferred to the New York warehouse. 


ADMINISTRATIVE SUPPORT 


. The next 1te . r ff Admunistratis e sl pport 
ve find a request for 1954 of $12,720,400. This is set out 
re 130 of the justifications 


We have a few overseas items on pages 133, 135, and a request 


for funds for special intelligence on page 136. 
Mr. Carouan. Mr. Chairman, under ‘‘ Administrative support,”’ 
mate contained therein is to provide administrative support 
rvices by the Department to the International Information Admin- 
stration in Washington, at USIS missions in 188 foreign posts, and 
it 10 radio facilities, and 4 press production centers 
‘“‘Administrative support’? has been running approximately 14 


percent of our total budget for the last several years. Funds are 


{ 
xpended in a ratio of one-fourth to domestic support, and three- 
’ 


fourths to overseas support. \c ually, if it were not for increased 
radio facilities coming into full-time use at new bases, there would 
have been a decrease of $1,178,928 for next year in ‘‘ Administrative 
support,”’ but because of new facilities being brought into existence, 
with an increase of $731,207 for support for them, there is a net 
decrease of $439,621. 

Of the $12,720,400 total estimated cost for the fiscal vear, the 


domestic support 1s $3,258,400, broken down as follows: 587 positions 


for salaries, $2,599,226; and for other objects, $659,174. 
ANMINISTRATIVE SUPPORT FOR OVERSEAS ACTIVITIES 


And for overseas support, a total of $9,282,900, broken down for 
1,670 positions, at $4,358,088, and for other objects, $4,924,812. 

Mr. Cievencer. For Far East affairs area, you have an estimate 
of $2,564,603, and for Near East, $1,648,888. 
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Mr. Wiser. I think it should be pointed out that because of th 
reorganization we do not yet know who is going to provide the ad 
ministrative support. There may or may not be a transfer of many 
of these services 

Mr. CLevenGcerR. We will try to watch that next year. 

Mr. Carouan. I might say at this point, in looking over the over- 
seas support, there would not be, generally speaking, too much chang: 
in the State Department or the mission support of IIA overse: 
And I think you will find 

Mr. CLevenGcer. I do not see how you can divorce the two without 
increasing the cost and lessening the control. 

Mr. Kimpauu. | think the committee can rest assured that we fee 
we cannot have two administrations of the program overseas. Under 
the reorganization plan we are going to be looking to the Department 
of State to have a single mission over there to provide the various 
things, se there will not be any duplication in that field. 

Mr. CLEVENGER. I want to say again that I think the Government 
would have saved millions of dollars if there had not been some 4 0 
5 separate - isions made for the appropriations for Mutual Security 
point IV, technical assistance, information activities, and othe 
appropriations. I do not believe we would have had nearly so much 
confusion if it had all been handled under one committee. I never 
realized that so fully until I sat on the Mutual Security appropriation 
subcommittee last year. It was appalling to me to see how much 
money was being appropriated. 

Now, off the record for a moment. 

Off-the-record discussion. ) 

Mr. Kimpauu. I would like to point out one thing, Mr. Chairman 
which is in the line of tightening up. Last year for the first time 
really, Mr. Wilber, working closely with us, negotiated with each offic 
and with each embassy providing administrative support, and had 
them tell us on the basis of service rendered what the cost was. | 
think Mr. Wilber was the responsible top officer in the Department 
who worked with us. At that time I had the job in the ITA of work- 
ing with him. 

For the first time we have felt this was on the basis of value received 
If we are paying for code calls, it takes so many cab les, and the peopl 
to decode them. Would you not agree with that? 

Mr. WiLsper. Yes 

Mr. CLevencer. Off the record 

(Discussion off the record.) 

Mr. CLevenceErR. I| do not see an estimated total number of person- 
nel here. Do you have that? 

Mr. Carouan. Is that for the overall budget? 

Mr. CLevencer. For administrative support. I do not see a 
personnel item here 

Dr. Jonnson. Do you have that, Mr. Schwartz? 

Mr. Scuwarrz. Sir, we have 587 ‘“ Administrative support’? em- 
plovees domestically in the United States and 1,670 overseas, of 
whom 454 are Americans and 1,216 are locals. 

Mr. CLevenGcer. Are there any questions? 

Mr. Bow. None, Mr. Chairman 

Mr. Coon. No 

Mr. CLtevencer. Mr. Preston? 

Mr. Preston. No questions. 
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Security INVESTIGATIONS 


Mr. Ctevencer. Next is “Security investigations,’ on page 138 
of the justifications. ‘The request is $294,900. 

Mr. Carotan. This is the amount of money required, Mr. Chau 
man, for the compliance with Public Law 402, the investigation of 
all American employees in the program. It is based on an estimated 
turnover of 16 percent for domestic employment and 12 percent for 
overseas American employment. 

The investigations total 422 domestic vacancies which will have to 
be undertaken. Experience shows it takes an average of 2 investiga- 
tions to fill 1 domestic vacancy and 3 investigations to fill an overseas 
\merican vacancy. The cost factor is $230 per investigation. That 
s a total of 1,282 cases to be investigated. 


AMOUNT OF FOREIGN CURRENCIES IN 19! BUDGET 


Mr. CLrevencer. Could you tell us the total amount of foreign 
urrencies you expect to use in this entire budget? 

Mr. Kimpatu. Yes, sir. 

Mr. Wixteer. It would be roughly $10 million, Mr. Chairman 
That was our experience last year—assuming that it stays roughly at 
he same program level, exclusive of the Fulbright, of course 

Mir. CLevencer. Yes. Are there any questions on that? 


NVESTIGAT I REIGN PERSONNEI 


On the que stion of investigations, vou say that security 
ions are made of Americans abroad What security Invest! 


} rc l e } - ‘ 
is made of the nationals employed in these various programs? 
KimBpaty. Mr. Bow, these investigations are handled in the 


| 


of locals by our Security Oifiee and their network throughout the 


mean the regional security officers of the Department of 

have local agents on the spot who investizate all em- 

is not a question of the FBI or now the Civil Service 
| Public Law 402 and which 


is an investigation carried out by Mr. McLeod 


Which Is ‘equired by 
his network 

night add that even under a separate agency we would contem 

Mir. MeLeod and his network for the investigations 
Mr. Bow. Of overseas nationals? 

Mr. KimBauu. Yes, sir 

Mr. Bow. Is that a pretty thorough investigation? 

Mr. Kimpauyu. My experience in those particular countries where 
| have had some occasion to deal with it is that Il have felt there has 
been a thorough examination. Naturally, it is not possible to make 
the kind of investigation the Civil Service Commission or the FBI 
could make in this country, but they check very carefully before they 


wpprove a local 
Mr. CAROLAN. They have the cooperation of the local police and 

all. 

Mr. Bow. That is all. 

Mr. Coon. No questions. 

Mr. Wiser. I would like to make one comment off the record, 

Mr. Chairman. 





(Discussion off the record. 

Mr. Scuwarrz. This, sir, is an old figure. We used $230. It has 
since risen, as Mr. Wilber pointed out. 

There is one other factor. This budget does not include any costs 
of reinvestigation, and does not cover investigations which will be 
necessary to the extent that any administrative-support people come 
into the new agency and require Public Law 402 investigations under 
the law. Therefore, this is one item which is actually understated 
in terms of what the actual expense will be next year. 

Mr. CLevencer. I suppose the investigation of the native em- 
ployees is not such an expensive thing. 

r. Witser. I do not have the precise figures of our cost on that 
* CLEVENGER. Do you make a local check? 
‘AROLAN. That is right. 
; pr. As to general reputation 
Polie che cKS and SO On. 
kr. Police checks? 
‘AROLAN. Yes, sir 
CIMBALL. That, Mr. Chairman, is handled under administra 
tive support. This is what we would pay to the Civil Service Com 
sion [It was based on the old factor. The Civil Service Commission 


) 


told us it was $230. As Mr. Wilber has pointed out, the costs have 


} 


been increasing on these investigations. 


Dr. Jounson. Sir, if we need more money for this may we take 


some from some other place? This is something that is very impor- 
tant 

Mr. Kimpauu. It would be Statutory and we would have to notify 
the committee 

Mr. Witser. The funds are not earmarked. 

Mr. CLevencer. They are not earmarked. We will help you get 
economy. 

Dr. Jounson. I want to be darned sure we get just good Americans 

Mr. CLtuvencEer: We will help you get economy 

Dr. Jounson. Yes, sir. 

Mr. Chevencer. Are there any questions, Mr. Preston? 

Mr. Preston. No questions. 


LRAVEL COSTS 


Bow. May I ask one question of Mr. Wilber? 

his travel report, on your estimated costs, are any of these cases 
vel where foreign currency is used, counterpart funds? 

Wiper. I am sure every place we could use foreign currencies 
would automatically be used by our travel unit. 

Bow. That would not be reflected in this item? 

Ir. Witwer. No: it would not be segreeated. 

Mr. Bow. In other words, what foreign currency was used would be 
in addition to the amounts shown? 

Mr. Wiiper. Oh, no, sir. 

Mr. Krmpauu. No, sir 

Mr. Wiser. It would reflect there the total dollar equivalent of 
whatever foreign currencies are used. 

Mr. Bow. I see. In considering the estimated cost here, was the 


per diem used, or is this just travel? 
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"AROLAN. This is all travel, per diem and miscellaneous 


The total cost? 
AN. The total cost is what is reflected there; yes, sir. 


All right 


LANGUAGE CHANGES 


will consider the 
Lications 


would be clad to 


stateme 
and Austria).”’ That i ju o make clear 
loes not cover the amounts for Germany, 
have already | under ¢ her a propriation 
r. Witser. If there were a single appropriation, as proposed by 
Bureau of the Budget, this particular phrase would drop out 
KimBauL. That is right 
* CLEVENGER. Are there any qu 
Bow. No 
Mir. Kimpauy. The next change was 
‘and,”’ in view of the subsequent 


1 


is merely to insert the reference 


the public law reference 
NAL INFORMATIONAI MEDIA GUARANTY PROGRAM 


Change No. 4 makes reference to the international informational 
nedia guaranty program, which was transferred to the Department 
if State from the Mutual security Ag ney by Executive Order 10368. 
Ss authorized by ~ et mn 536 of Public Law 400, 82d ( 


it it under the appropriation in following up that Executive order 


‘onere a6 * just to 


re 


biébiicl 
Mr. CLEVENGER. Are ‘re any comments or questions on that? 


DISTRICT OF COLUMBIA 


Mr. Kimpauu. The fifth change, Mr. Chairman, is one which we 
have had some discussion of « arlier. As Mr. Wilb I pointed Out, the 
Bureau of the Budget pe rmitted the insertion of this phrase for “‘rents 
in the District of Columbia’’ only to permit flexibility in case we are 
able to move the Voice of America to Washington. This will, so far 
as possible, be worked out under funds appropriated to the General 
Services Administration, but there might be a timing factor there 
which would make this clause necessary to give us the flexibility we 
would need to make the move 


AUTOMOBILES 


Mr. CLevencer. I see you have six automobiles in here. 

Mr. Kimpauu. The six automobiles 

Mr. Cievencer. We are allergic to those. 

Dr. Jonnson. I might say there, that I noticed there was an amount 
for the car for the Director. I am glad that we had it taken out, 
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Mr. Kimpaui. What it is, Mr. Chairman, is 5 overseas cars and 
for the new agency. As Dr. Johnson pointed out, this was originally 
drafted to provide a fancy agency head car. Knowing Dr. Johnson’s 
feelings for economy, I had that stricken out. 

\ir. Bow. How many cars do you have overseas now? 

Mr. Caroutan. I do not know how many there are overseas, bu 
we, as such, do not have regular passenger-carrying cars overseas 
We have program vehicles. Our automobile support comes throug! 
the mission motor pools, embassies, an | consuls. 

Dr. Jounson. Motortrucking of our stuff? 

Mr. C‘AROLAN Yes, sir The mobile units, the buses, and so on. 

Mr. Scowarrz. Sir, this is our share of the replacement of the 
embassy pools, which gives us authority to put it in administrative 
support There are cars charged to us. 

Mi Bow In othe words, these would vO tO the embassy r 

Mr. Scuwarrz. That is right, sir. Thev are pooled at the embass) 
and we bear our share of the cost of the pool and the cars. 

Mir. Carotan. They are replacements, are they not? 

Mr. Scawarrz. That is right. 

Mr. Cuevencer. The word ‘replacement’ does not appear here 


The only one that would not be a replacement, 
at the standard minimum price for the new 


PAY FOR CONSULTANTS 


Change No. 6 is to provide the authority to the Administrato: 
to employ not to exceed three individuals at any one time at rates not 


in excess of $75 per diem. This would provide a minimum number 
of persons whom Dr. Johnson could bring in from outside, of the 
highly skilled top professional people, top executives whom he could 
bring in as consultants only, and not for permanent employment, 
at a rate which would not exceed $75 per day. 

Mr. CiLevencer. You have some language about emergency 
medical care, health and accident insurance and travel of attendants 
and all of that 

AUTOMOBILES 


Mr. Kimpauu. Mr. Chairman, Mr. Schwartz points out to me that 
he was mistaken in his statement that these were replacement cars, 
and he would like to correct the statement. 

Mr. CLEVENGER. We knew that 

\ir. Scuwarrz. Five of them are for the relay base expansion. 

Mr. CLEVENGER. We knew that. 

Mr. Scowarrz. They are new cars. Iam sorry, sir. We can pro- 
vide the places to which they go. 

The information is as follows:) 


STATEMENT ON REQUEST FOR NEW AUTOMOBILES 


The six passenger vehicles requested are required at locations as follows: Five 
30-passenger busses—1 each—for overseas relay bases at Munich, Manila, Tan- 
gier, project Jade, and project John to be used to transport relay base personnel 
to the various transmitter and receiver sites. One passenger automobile for use 
of the Administrator of the new information agency created by Reorganization 
Plan 8. 
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Mr. Bow. I did not understand your answer. 

Mr. Scuwarrz. The five overseas cars are new cars. 

Mr. Bow. They are not assigned to the Embassy but are for the 
use of your own people? 

Mr. Scuwarrtz. Yes, sir, because our bases are not directly served 
by the Embassies, due to their locations. 


EMERGENCY MEDICAL EXPENSES 


Mr. Witper. Mr. Chairman, I think I ought to mention, on this 
emergency medical expense, that while this program was in the 
Department there have been very few cases we have had to handle 
through the emergency fund. If this organization goes out under 
plan 8, they would not have the availability of the State Depart- 
ment’s emergency fund for this purpose. 


RATE OF PAY FOR CONSULTANTS 


Mr. Preston. Mr. Chairman, I would like to ask a question about 
this per diem. 

Mr. Cuevencer. All right 

Mr. Presron. Mr. Kimball, do vou know of any other agency in the 
Government which is paying consultants at the rate of $75 per diem? 

Mr. Kimpauu. I believe, sir, that TCA has such authority. We 
purposely put this in as not to exceed three individuals. I understand 
hat the MSA has the clause without any limitation of numbers. 

Mr. CLevencer. | might say that in 6 vears on this committee | 
have never seen a real engmeer presented to this committee, one who 
had a degree. There is not one I would want to pay $75 a day 

Dr. Jounson. We have one man we are not paying a penny, who 
they sav is the best man in radio propagation in the world. We have 
borrowed him from one of the great companies in the United States. 
He is a research and development man. Because our agency has not 
been very popular an official of his company said: 

I will loan you this man, Mr. Johnson, but if you do not mind let us have no 
publicity and there will be no cost to the Government about it. 

That man may be worth many thousand dollars. We can occasionally 
get some men like that free. 

Mr. Cievencer. I am just talking about the people who were pre- 
sented to us across the table. I remember one engineer from this 
organization who was asked by Mr. Rooney if he had ever iet any 
large contracts. Finally we arrived at the amount of $10,000. He 
said he thought possibly he had let one of those. That is a matter of 
record. ] can go back and find it. 

I asked a moment ago if you were standing on that $13 million 
figure for equipment, and you said you were. There has been a lot of 
it bought by fellows who did not even know how to deal in thousands 

Dr. Jounson. One of the first things I did was to recognize we did 
not have a top engineer there. We got his resignation some time ago 
from the Voice, you know. 

Mr. Kimeatyu. Mr. Wilber has pointed out a reason for this par- 
ticular clause, which is also carried in the German-Austrian language 
That is the GOA language. 
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TORT CLAIMS 


Change No. 8 is authority to pay tort claims. This authority wil 
permit the settlement overseas of claims under $1,000 arising i1 
foreign countries from minor accidents involving USIS property. It 
will enable USIS missions to eliminate delays in settlement which it 
allowed to occur could be utilized as effective propaganda against th: 
best interests of the Government. 


° 
PROCUREMENT OF SERVICES, SUPPLIES AND FACILITIES OVERSEAS 


Change No. 9 is authority for procurement of services, supplies, an: 


facilities overseas. It will provide the same general authority for 
procurement of services, supplies, and facilities for radio relay an 
ady ance bases and re lated facilities used for international informatior 
and educational activities in foreign countries as is now provided 
the Department of State Appropriation Act for facilities used for 
diplomatic and consular activities overseas. 

That is to give us in the radio relay and other remote bases the sam 
kind of authority vou have for diplomatic and consular activities in 
the more normal missions. 

Mr. CLevencer. Would it not seem that you needed some of you 
legislation straightened out, rather than having us try to correct it 
for you here in the appropriations? It is really faulty legislation, is 
it not’ 

Mr. Kimpauyi. Mr. Chairman, you certainly have made an im- 
portant point. We and the Bureau of the Budget also, I might add, 
have looked at this very carefully. Those things which might rais 
a question on basic legislation are important. We certainly ar 
going to need some of them in particular. 

Mr. CLevenGeEr. It is subject to a point of order on our bill. 

Mr. Kimpauy. We are caught in a very unfortunate matter of 
timing, as I am sure the chairman recognizes. 

Mr. CLEVENGER. I recognize it is 5 months late. 

Mr. Kimpauu. That, we promise you, will not happen next year. 

Mr. CLEVENGER. Yes 

\ir. Kimpatu. The timing is, though, unfortunate in this regard 
if the reorganization plan comes through. I know the Congress 
hopes, if it does come through, to adjourn about that same day 
and there will be a new agency that needs certain authorities if 1 
is separated from its parent, and there is just no opportunity to 
get them through in the reorganization plan itself. We have put 
aside everything of any other sort that did not seem essential. 

Mr. Witper. You plan is to develop substantive legislation on 
all of these points; is that not correct? 

Mir. KimpBauu. Yes; and present it next January. 

Mr. Wiiper. Yes 

Mr. Kimpaui. Change No. 10 is merely the appropriation total 


REPRESENTATION ALLOWANCES 


Change No. 11 we have discussed to some extent in earlier sessions 
of the committee. Because of some of the questions which members 
of the committee have aoa. and very good ones, I had some checks 
made on what this $100,000 was for 
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Mr. CLevencer. | think that was quite amply covered in the 
discussions earlier, was it not? 

Mr. Kimpauu. It was, except for some of the figures. This does 
amount, Mr. Chairman, to an increase of from $8 to $16 per officer 
per month, on the average, for those who would receive representation 
It is not a large amount of money to people who would be in the 
position of having representation 

Mr. Bow. That is No. 11? 

Mr. Kimpauu. Yes, sir. 

On changes Nos. 12 and 13, they are changes in the United States 
Code citation to comply with the change in the reference to the 
United States Code for sections which have been transferred to 
sections 481-488, respectively, of title 40, Public Buildings, Property 
and Works 























USE OF PROCEEDS FROM SALE OF MOTOR VEHICLES FOR REPLACEMENT 
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PURPOSES 
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Change No. 14 is a provision to permit maximum utilization of 


proceeds of sales of motor vehicles. This change will permit the 
application of pros eds of sale Oo! exchange of passenger motor vehicle ~ 
to purchase or replacement, without fiscal year limitation. This will 


rive a maximum utilization of such proceeds, since it 1s not always 
pos ible to effect replacements in the same fiscal vear in which the 
sale is consummated. The Department has that general authority 

Mr. Presron. Let us take just a moment on that point. Did not 
one of these other changes relate to the sale of automobiles overseas? 

Mr. Scowarrz. ‘That was purchase, was it not, sir? 

Mr. Preston. I know my eyes have not led me that far astray 
I have read somewhere in here where you have the right to sell these 
Mavbe that is the one we are looking at now. Let us see. 

Mr. Kimpaui. You were probably 

Mr. Presron. On the botton of page 7 is stated: 

Provided further, That passenger motor vehicles used abroad exclu 
priation ma ve exchanged or sold, pursuant to section 
201 (c) of the Act of June 30 
and so forth. 

Mr. Wiisur. It is part of the same provision, Mr. Preston. 

Mr. Kimpauty. This merely waives the fiscal year requirement. 
You might have your replacement and sale in different fiscal years, 
around the Ist of July. 

Mr. Scawartz. Mr. Chairman, the real reason for this is that 
under the reorganization plan the Director of the Budget will be 
required to certify the property, including vehicles, which pertain 
to the new agency, and title will pass. This merely gives us in the 
new agency the same provision as the Department has with respect 
to going past the fiscal year limitation. 

Mr. Witper. It will simplify the accounting process for it 

Mr. CLevencer. If it gets by without a point of order 

Mr. Preston. This raises an interesting question. This authority 
is unique to the State Department, is it not? It is unique in that 
this practice is not generally permitted throughout the Government. 

I want to ask you this question: In the absence of a specific 
appropriation for any given fiscal year for the replacement of auto- 
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mobiles could you under your procedures take funds from othe: 
appropriations arid under this law freely replace automobiles outside 
the control of the Appropriations Committee? 

Mr. Witser. There is no other source of funds for such an activity, 
Mr. Preston ’ 

Mr. Haminron. Mr. Preston, this simply says that the proceeds of 
sale can be used after June 30. 

Mr. Preston. That is right 

Mr. Hamitton. It means you could not sell a car in the succeeding 
fiscal year. It is any transaction you had started in the fiscal year, 
which might be completed. 

Mr. Scuwarrz. Sir, what this does 

Mr. Preston. I know what it does 

Mr. Scuwarrz. | mean, why 

Mr. Witser. Let us be sure we understand the question. 

Mr. Presron. Do you agree that this is correct: You can replac 
vour ears without special permission in each appropriation each year? 

Mr. Witser. Yes; that is correct under this language 

Mr. Preston. You have had that language previously? 

Mr. Wivper. Yes; we have it in the Department of State salaries 
and expenses appropriation 

Ir. Preston. Suppose we do not appropriate money for the 

replacement of cars 

Mr. Witrer. We could not do it 

Ir. Preston. Why do we have to give vou this language, then? 

Mr. Witser. I thinl largely due to the fact that the activity of the 
fleet scattered on a global basis is not subject to the same pinpointed 
operating conditions that you have in the normal departmental 
activity Here you have few cars whereas overseas you have a 
tremendous fleet scattered, and accordingly we have had the general 
replacement authority granted to us. If you then give us the money 
ve can proce | tO do it W ithout specific lana ace change. 

Mir. Presron. But you could not take the money left over from on: 
item and use it to replace cars? 

Mr. Witsner. Oh, no; not at all 

Mr. Preston. All right 


EXEMPTION OF BUSES FROM PRIC!I LIMITATION FOR REPLACEMENT 
VEHICLES 


Mr. Kimpatu. Change No. 15 is a provision to exempt buses from 
the price limitation for replacement vehicles. In the event of an 


accident, or similar reasons, which requires replacement of any buses 
proposed for purchase in the fiscal year 1954, authorization to effect 
replacement at a rate above $1,400 is needed. That would just 
exempt the buses from the $1,400 limitation. 


FUNDS AVAILABLE FOR REPLACEMENT OF VEHICLES 


\ir. WILBER. May | just rel back to the other question? I want 
to be sure I gave you the correct answer. If there were any funds left 
from radio operation, within this estimate, they could be used for re- 
placement. Was that the point of your question? 

Mr. Preston. That is right. 
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Mr. Witser. That could be done. 

Mr. Presron. That is exactly what I thought. That is why | 
asked the specific question. So we do not have any control ove r the 
replacement of automobiles. That is exactly the situation 

Now, you have some money right now, do you not? I believe you 
have $9 million. 

Dr. Jounson. No. 

Mr. Kimpauu. No, sir. 

Mr. Preston. We have heretofore appropriated that and it is in a 
state of suspension. 

Mr. CaroLtan. That is construction 

Mr. Kimpauy. That is money in a different appropriation, si 
hat could not be used 

Mr. Witper. That is why I gave the answer | did before. You 
could not take money from another appropriation and use it for this 
purpose, 

Mr. Preston. But you said you could take it from radio broad 
casting. 

Mr. Winper. Yes; you could, or from any other operation financed 
from this appropriation, if there were balances left over. They could 
be used for replacement of cars 

Mir. Presron. If we are going to get the sort of economy | am 
looking for we will have money left over in the program 

Mr. Kimpauui. The point is that it would only be for replacement 
It would not be for expansion. If we had a bus or a station wagon 
over in Thailand which got into a smash and was smashed up, we 
could have the authority to replace it 

Mr. Witsper. You cannot exceed the number you have 

Mr. Kimpatui. You cannot exceed the number. 

Mr. Witper. You cannot purchase an additional number of cars 

is strictly for replacement. 

Mr. Bow. Could the funds set up here in your next paragraph 

ider paragraph 17, be used as Mr. Preston indicates? 

Mr. Kimpaty. You mean change 17, sir? 

Mr. Bow. Yes; change 17. 

Mir. Kimpauu. This change 17, sir—the answer is 

Mi Bow. You could use those funds for replacement of auto 
mobiles; could vou not? 

Mir. WiLBER. Yes. 

\ir. Bow. You have about $17 million in those funds 

Vir. Winper. Oh, no. This does not refer to the construction and 
acquisition of radio facilities, Mr. Bow. ‘This merely refers to the 


urchase, rent, 


I 
It does talk about ‘‘construction and improvement” but only fo 


weg UISILION of quarters and necessary facuities 

Mr. Bow. | have a notation on that that change 17 is a request to 
use the funds of $17,519,COG, appropriated for construction of new 
facilities, for any purpose pertaining to purchase, rent, constructio 
and improvement of facilities for radio transmission and receptio 
and so forth. Could those funds not be used as Mr. Preston has 
pointed out? 

Mr. Kimpauu. I do not believe so, sir, because that merely ey 
tends the right of that no-year appropriation to the building of neces 
sary housing and related facilities. It does not go into items such as 


35121—-53—pt. 1 52 
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automobiles. It does not extend authority to matters such as 
vehicles 
Mir. Bow. You do not think that might come under “improve- 
nt of facilities’? 
fr. Kimpauyu. No, sir. This was put in specifically. I do not 
ember whether you were in the room at the time | pointed out 
nge 17 was put in specifically on the Bureau of the Budget 
that the money for the housing at these remote bases, on 
Lemnos Island and other places 
Mr. Preston. Now, Mr. Kimball, I am a lawyer of not any great 
note, but from what training I have had in law it would lead me 
the belief that vou are completely in error, by virtue of the follow 
lan lage 
relating to any radio facilities under 
and for acquisition of quarters and necessary 
of such facilitis 
ile is necessary for personnel operating such facilities 
Say specifically, sir, it was not intended to 
rt 
be not, but it is just as plain as Blackstone’s 


Vir. Kimrpat r. Preston, | happen to be a lawyer myself, and 


[ believe the word “facilities” might be spread that far. It was not 
int a d 
) 


it 
Mir | RESTON No 
Mr. Kimpaui is not intended, I will say quite frankly for the 


There is nothing intentional on your 
would not impute that at all. I am sure it 
an off-the-cuff opimion 
ught, merely for legislative history, I would 

intended and would not be used for any such 


FOR FOREIGN SERVICE RESERVE OFFICERS 


ange No. 16 we had discussed a bit earlier. There 
was a question, I believe, from the chairman. This provision is to 
vive us a 2-year extension on the 4-year limitation for Foreign Service 
Reserve officers pending the time when we can establish a new personnel 
system as contemplated by the President’s reorganization message 
for this program. Some of our public affairs officers and others are 
on Reserve appointments which will expire within the next 2 years. 
[t is just to give a little leeway for the President to set up a new system 


with the advice and consent of the Congress. 
Change No. 17 I will just mention again. We have covered that. 
Preston. We have completed that. 


r. Kimpauty. Yes, I think we have completed that. That is 
important because of the action of the Bureau of the Budget, confirmed 
by the General Accounting Office. 
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APPLICABILITY OF GENERAL PROVISIONS OF 
APPROPRIATION ACT 


Now, change No. 18 is application of the general provisions of the 
Department of State \ppropriation Act to activities under this appro 
priation. I might point out that except for the happ 
the chairman has mentioned of being several months 
up here to this committee this appropriation would be 
general appropriations of the State Department As < 
not be necessary. These are provisions wlach would apply. 

[ might add that I have a list of them here 
restrictive on us. They are things you have put on t 
ment which you would want on us, to restrict us. | 
of all of those provisions which we would be bound by, 


1 


by last vear. This one clause would then automatically 
sume position as if we had come under the State Di partment appro- 
priation bill 


EXEMPTION OF FULBRIGHT PROGRAM FROM 


DITS 


FOREIGN CRI 

Change No. 19 we have also discussed to some extent before 
is a provision to exempt the Fulbright program from th. 
of the Rabaut amendment. It was, as we pointed out ys 
believe, pre sented to us by directive of the Bureau of the Bud 
their markup. We did include those local currencies originally in our 
estimate. They were taken out in the Sureau review and 
markup. 

If this provision should not be incor} 
mean that it would be necessary to comply with the R 
ment to appropriate those local Fulbright currenci 
mately $8.8 million, which were vital to this program. 


Bud ret 


Mr. Chairman, upon this subject | have talked wit] 
the Budget this morning, befor: ‘ame up here, and 
considering whether or not to a } 17 us to discuss with the com 
mittee—if so it would have to be sometime today—a provision to 


extend Lo the Director of the new agency, 


L£oeSs thro igh, the functions of the Board 
| ld have nothing 


other words. ne new agency wo 
with the Commerce Department, Labor, and so on, which makes 
the Board of F reign Service, but which in the Foreigi 
sonnel system is a very significant factor If we hi 
and if it were necessary to terminate someone because he t 
did not have that particular 
vested in the new agency instead of in a Board of Foreign 5S 
might find that we had ight we had fired somebody and yet 
to pay him 2 years of back pay a couple of years later 

The Bureau of the Budge w has that under study and did not 
have a final position as of this morning. I merely wanted to mention 
it at this time 

Mr. Ctevencer. Are there any questions? 


to be dishonest. let uS SRY, if we 
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REPLACEMENT OF VEHICLES 


Mir. Presron. We might clear up this automobile business, so that 
we will not have to juggle this law all around 

I can appreciate the necessity for having to carry over funds into 
another fiscal vear, and that there is a vood reason for putting it that 
wav. If you did not, the funds would revert back to the Treasury 
1d vou would not be able to replace the automobile 
I think we need to have some assurance on this. Doctor, I am sur 
you will issue instructions to your people that in no case would funds 
from any other appropriations except those specifically approved by 
the Congress be used for replacement of automobiles. 

Dr. Jonnson. That is right 

Mr. Preston. We could have that assurance from you, could we? 

Dr. Jounson. Yes, sir. I think you have that. We will mak 
note of that. 

Mr. Witser. Mr. Preston, could we clarify that? Not any 
other appropriation, but any other activity provided within this 
appropriation 

Mr. Preston. That is right; any other activity provided within 
this appropriat on That is really the idea 

Mir. KimpBauu. Yes,sir. That is agreed to on the record. 

Mr. CLevencer. | guess this completes the hearing. I want to 


“7 


al 


thank vou, Dr. Johnson, and your associates for your testimony. 

Dr. Jounson. Mr. Chairman, I have enjoved these meetings 
very much Before | depart [ would ju t like to Say this to you 
all ] have been here now since tha 3d of March It occurs to me 
that this ILA, as we see it today, is like a big corporation, with a 
number of subsidiaries, like General Motors on a smaller scale, 
perhaps. ‘There is radio, which is a tremendous enterprise, I guess 
bigger than NBC and the Columbia Broadcasting put together; 
and then we have the press and publications, and we have to have 
movies an ibraries and the centers 

Now, am ‘rfectly confident that if we get the right kind of 
management at the top in each of these jobs, with the chief reporting 
to me, that we will t the water wherever water can be cut and we 
will get the finest people. We are going to make an effort to go out 
and recruit people We will have a training program which will 
make these people more effective when they get out in the field. 


i 
But the whole future of this program depends upon my getting the 


right kind of partners in these upper jobs. We will certainly do our 
itmost to GO SO 

\\e appreciate your courtesies to us and your interest in the pro- 
cram. \\Ve will try to be in touch with you from time to time. | 
hope we can have an opportunity to sit down maybe 4 or 5 times a 
year and tell you about our organization, and give you an opportunity 
to criticize what we have done and have the advantage of your com- 
ments 


Thank you very much, Mr. Chairman. 





THURSDAY, JUNE 25, 1953 


INTERNATIONAL BROADCASTING 


WITNESSES 


WESLEY I. DUMM, PRESIDENT, THE ASSOCIATED BROADCASTERS, 
INC., SAN FRANCISCO, CALIF. 

WALTER S. LEMMON, PRESIDENT, WORLDWIDE BROADCASTING 
SYSTEM, SCITUATE, MASS. 


Mr. CLevencer. We will hear at this time from some representa 
tives of the radio broadcasting industry who have some matters the 
wish to lav before the committee 

| believe the first witness is Mr. Dumm, representing the Associated 
Broadcasters, Inc. 

Would you like to have this letter made a part of the record? 

Mr. Dum. Yes, sir. 

The matter above referred to is as follows:) 


Tue AssocriaTep BrRoap 


in f 2 co, ¢ 


lie 
challenge 
ree world’s les 
firmly mainta 
: 
cannot be 


tional shortwave com! nication time ot pe 


it 
Our opportunity serve the Government and oursel 


have prepared a statement which shows, among oth 
1) ‘‘Associated”’ transmitter location is unexcelled « 


2) Our equipment the most modern obtainable 


3) Measured reception confirms superlative high-si 
area 

1) ‘“‘Associated”’ performance, past and present 
yraming ability and fitne 

5) Private industry participation, if provided for 
will result in large future savings to taxpayers 

With your permission, I desire to read our prepares 

Respectfully yours, 


Westey |. Dum, President 

Mr. Cievencer. Will you present your statement at this time 
Mr. Dum. My name is Wesley |. Dumm, and I am president and 
owner of the Associated Broadcasters, Inc., which is the licensee of 
international broadcast stations KWID No. 1, 100 kilowatts, and 
KWID No. 2, 50 kilowatts, located in San Francisco, Calif. I have 
been an officer and director of this corporation since 1927. The cor- 
poration is also licensee of Radio Station KSFO, San Francisco, and 
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is the principal owner of KPIX, Ine., the licensee of northern Cali- 
fornia’s pioneer television station, KPIX, which commenced opera- 
tions as San Francisco’s first television station in 1948. Our interests 
include radio and television activities in Seattle, Wash., and Portland 
Oreg., as well as program production in Hollywood, Calif. 
I am a consultant to the Department of Siate, serving without com- 
‘usation, under appointment by the Secretary of State, and a member 
Radio Advisory Committee of the Voice of America, which was 
Si o cted from the broadcasting industry to act in cooperation with the 
United States Advisory Penman on Information, as established 
under Pi rbhi Law 402, 80th Cong., 1948. 

\s early as 1934, when there were no shortwave stations operating 
on the west coast, Associated filed its first application with the Federal 
Radio Commission for an international station designed to sery 
South America and the areas of the Pacific Subsequently, repre 
sentatives of the British Broadcasting Corp. entered into negotiations 
the purchase of ti ' on our station in the event 

ol I lloy i thes di scussions 

rom May. Gen liam - 
f 


clated for 


I. Donovan, ther 
or the « ynsid ation of a plan , 
; ( 


tunications Commission for 
sta { vide he need for shortwave service on 

coast tL tha art ar t l foreign relations with th 
nations were in : aine sition and the Government found 

I ately QUIp] 1 for | deasting in the Pacifie theater 

wick ¢ Ion We ! uired J Ln i allatiol facilities sufficien 
to offset A pacanda and t rese he { ue picture of democracy 
\s a peau n se mber 28, sf Associated filed an application 
ations Commissi for a constructior 

ation KWID ()n Octobe 4 15. 1941, 
mmission and on April 23, 1942, the first 
Station. Thus, Associated commenced 

operator rust 5 months follow y Pearl Harbor 

1 appl ‘ation filed for a second station, which was 
ae 1) meh », U ic cal ecters K \\ [X later changed 
thie (ssoc inted Broad- 
eople. produced and 
arvied into 


‘ 
a ‘ ] ) 
valian Isiands and all othe: 


ancisco and ¢ 


to South America in coop- 

merican Affairs. With a 
consideration of th opaganda being broadcast by the Axis nations, 
especially Tokvo : clin originations. In addition, service was 
provided for the expeditionary forces in the Pacific area. 

At the same time, Associated built, at its own expense, studios in 
Hollywood (at a cost in excess of $200,000), according to plans ana 
specifications designed by the Armed Forces Radio Service, to mee 
the particular need for facilities which were lackmg to the Army in 
the Los Angeles area. Our staif of about 50 people, made recordings 
of outstanding network shows, deleting the commercials from those 
programs and incorporating new titles and scripts as furnished by 
our own writers and AFRS. In 1 year, this service included approxi- 
mately 15,000 record sides provided for OWI, Camp Roberts and 
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AFRS. Musical and dramatic programs were produced and recorded 
for distribution by the Army to its recreation halls and hospit: ls over 
the entire world 

The advance guard shortwave operations of Associated wee carried 
on by it between May 5, 1942, and January 1, 1944, during which time 

the Office of War Information was bei ‘ing developed and gradually took 
over the programing and administrative services being performed by 
Associated. In so doing, the OWI absorbed department heads of 
Associated, with our consent. 

It is quite significant that during this period of nearly 2 years, 
during which Radio Tokyo was attempting to tear down the propa- 
randa provided in our programing, there was not a single incident 
which occurred to provide criticism of the operation. Associated 
arried the full responsibility for the operations, under the direction 
and censorship of the Government. 

It has been the policy of Associated, in its international broadcasting 
operations, to cooperate fully with the Government, carrying out the 
itle “The Right Arm of the Government” given Associated by Maj. 
Gen. William B. Donovan in 1942, but there has been a continuing 
desire on our part to enter into private shortwave operations for many 
years. 

We have qualified under Public Law 402 and are operating privately 
on a limited basis as provided therein. At present, we are producing 
i series of anticommunistic dramatic programs which are broadcast on 
both KWID transmitters. Also, Associated has pir ked up the ee 
graming to South America which was discontinued by the Voice of 
America on May 23, 1953, and is beaming to Mexico, Central Ameri 
and South America a daily 3-hour program. 

The dramatic series referred Lo above is being produced with funds 
provided by Congress in the Voice of America budget but the schedule 
of 3 hours daily is financed and produced entirely at our own expense 

An end is now threatened to our coverage of free nations. Stations 
KWID No. 1 and No. 2, which have been operated under contracts 
with the Government since May 1942, have been abandoned by means 
of a notice of cancellation received by Associated, discontinuing the 
services of these transmitters as of June 30, 1953. 

International peace and continuous harmony among nations depends 
basically upon international understanding and trust. To combat 
opposing political ideologies that aim to enslave nations, to encourage 
and unify the remaining free nations in their resolve to remain free, 
ind to convince peoples abroad of our sincerity of purpose and the 
soundness of our policies, the Government, through the Voice of Amer- 

has been conducting a mammoth international public relations 
campaign. 

The position of our military authorities regarding the importance 

America’s broadcasts overseas is evidenced by the statement of 
rk Gen. Albert C. Wedemeyer given before the subcommittee on 
Appropriations of the House of Representatives, 8lst Congress, in 
which he stated that—and I quote: 

We should no longer consider our military forces, the Army, the Navy, and the 
Air Force, as our first line of defense, but rather that the machinerv which our 
Government sets up whether it be the Voice of America or a psye! ological warfare 
agency will make a stronger contribution and should be considered the first line 
of defense of our country 
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I would like to call to vour attention, also, the testimony of Gen 
7. Lawton Collins, Chief of Staff, Department of the Army, given a 


1 


the hearmg before the subcommittee of the Committee on Appropria- 
tions, House of Representatives, 82d Congress, on February 18, 1952 


tate to promote the principl s of freedom and democra 

rand imagination with which we conduct our commerci 

I, as a soldier, fecl verv strongly that concurrent wit 

yeram which we have now undertaken, there should 

of such broad scope and of such dynamie character t! 
n materially aid in reducing the chances of another world war. 


The following article, taken from the June 6, 1950, issue of Business 
Week, illustcates the anxiety of American industry 
Week, Ju 
CTING THE Goop NBIGHBORS 


hin] relations with Latin America is urgently need 

reoeccupation with conditions in Europe and Asia has obscured the faet th 
ot well among tl id neighbors. 

United States are everywhere south of t}] 

purred on by Communist agitators, 


in the area. Bolivia’s nationalization of t 


le for others to follow Argentina and Ecuad 


+} } 


press, particularly 
(merican defense, has a strong nationa 
foreign participati in developing nat 


lose newspapers frien 


ost of these troubl: Latin Americ 
iited State 7 , which expla 
elf-sufficiency 
anti-Americai 
tructive natio 


eniorate 


ollow the path of striet neutrality 
ld be error enough lo rub salt in open 
doing For example, the rece 


wool tops imported from Uruguay strikes 


Ve have been 


hile the current move in Congress t restri 
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ms all the good neighbors who depe nda so complete ly 


} 


ie United States. In a frank but friendly speec! 
nibal Jara recently declared that United States protectior 
rr the surge of nationalist, anti-Yankee sentiment 
Latin America, but it would be suicidal to take then 
‘done for years. Our propaganda program is almost not 
to appoint new diplomatic representatives would, in any 
appear as an open insult 
promised to review our Latin American policy, and the good 
r, Dr. Milton Eisenhower, may repair some of the damage 
good will and diplomacy are not going to succeed unless the 
nessman does his part to improve our position in Latin America. 
5 billion worth of goods to Latin America each 
from it nearly that amount. And business has over $5 billion 
plants and enterpris in factories, farms, stores, oil wells and mines, 
nbassador Jara pointed out, our good neighbors are much more dependent 
United States than our allies in Europe 
ess Week believes that the policy of neglect has gone on long enough 
merica is a stake that needs careful cultivation We welcome the initiative 
the new administration on the diplomatic front. We trust that American 
n will follow its lead in diagnosing hemisphere problems and finding 


sell close to S83 
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In this campaign to win the minds of nations, our target is dual 
in purpose. First, we must encourage the millions who already have 
fallen under the yoke of communism in their hopes for eventual free- 
dom. At the same time, we must strengthen our allies in the free 
countries in their resolve to resist the psychological and military 
invasions of communism. The former objective, the conduct of 
psychological warfare to Russia and the Iron Curtain countries, with 
its various international policy complications, is properly the function 
of a responsible Government agency. However, much of the burden 
of the latter objective may be assumed by private enterprise. In- 
dustry, well versed in the science of good public relations and ereatly 
dependent upon the good will of free nations, can economically 
develop effective radio program schedules designed to promote 
listeners and friends among these free nations, if given the oppor- 
tunity. 

CURTAILMENT OF INTERNATIONAL BROADCASTING 


Unfortunately, despite its importance to America, international 
broadcasting to the free nations is being curtailed during the period 
when activities should be expanding. ; 

Within the past few weeks, Radio Free Asia has discontinued op 
erations. Also, in a statement of Dr. Robert L. Johnson on April 22, 
1953, before the Hickenlooper committee, it was announced, and | 
will quote: 

The major effect will be to reduce Voice broadcasts to the free world. We 
will eliminate language broadcasts in French, Portuguese, and Spanish to Latin 
America, Malayan, Thai, and Hebrew. Also, we will diminish the Englis! 
broadcast service from 5 hours and 45 minutes daily to 30 minutes 

Both of these developments are convincing arguments that some- 
thing must be done to continue our international broadcasting rela- 
tionship with free nations. Large audiences have been built in these 
areas and our contacts with them must be maintained. If given help 
and encouragement from Congress, the Associated Broadcasters, Inc., 
is prepared to take up the responsibility of continuing these important 
broadeasts to the free nations of the Pacific area and South America. 

Should the KWID international broadcast facilities be abandoned 

(a) The best shortwave location on the west coast will be silenced, 

(6) Radio facilities costing in excess of $1 million will be scrapped, 

(c) A loss of valuable radio frequencies will result and these fre- 
quencies will be turned loose to be gathered in by other 
nations, particularly Russia, 

(d) There will be a loss of the momentum and effectiveness de- 
veloped to date, and 

(e) A heavy reduction of propaganda advantages among free na- 
tions will follow. 

These are no small considerations. Other countries and, especially 
Russia, have extensive shortwave transmitters beamed at the very 
areas which we have been covering with our broadeasts. If we close 
down transmissions to these countries, we will have surrendered out 
fight to reach the minds of our friends in these free nations, and do 
not think that Russian propaganda to these areas is not effective. 
Our studies of Russia’s shortwave broadcasts reveal that they are 
doing a great propaganda job. 
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Re ( thy ,~asertes of such broadcasts origmating from Radio Moscow 
have been picked up by KWID personnel. I have with me a cros 
section of these programs in transcription form, which is available to 
he committee. The content of these programs is nothing less than 
amazing and completely convinemng. Undoubtedly, there are many 
ners to the broadeasts in the western part of the United States 

w of the fact that they include American classical music, both 
symphonic and operatic, with commentary equal to any heard i 
hi try on oul domestic stations The (merican voices heard 
‘ovTrams and the scripts are comparable to the best produc (| 

programs in the English language anywhere. Intermingled with such 


programs, produced to appeal to the intelligensia, are skits with 
| 


powerful Russian propaganda impact. For instance, a peasant farmer 


a stateme at his vocation of farming ts so successful tha 


a new automobile. Other statements :ai 
in Russia under the Communist regime 

are continually made adurimge the broad a 

is a peacelovn ¢ nation and that the w 
ited State Similar programs from Radi 
Kast, repeated day aft 

i” to the mass populat 

arding them isn 
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ASTING 
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following table represent 
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the 
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lTrequencies 
nately, none ol 
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neasure this has be { { elior nf Ri 


»erab the Lion’s share of the frequene inds 


one 
to make use of these frequencies for a period of even sho1 


will result in Soviet Russia’s taking them over for 
propaganda purpos ‘Ss With any lations evelng thi 


} 1 ] 
these trequencies will he ors friend and toe i Le 


So much for the political importance of continuing our broadcasts 


o the free nations of the world. Now the question 1s “What can 


T 
be done about continuing this service?” 


It is clear that, for budgetary reasons, the Voice of America can- 
not continue the broadcasts. The only other organizations who can 
do the job are the private shortwave licensees 

There is a definite need for shortwave broadcastin to the Pacific 
areas and South America of programs originating in San Francisco 
An operation such as ours can, in time, become economically sel 
sustaining if given sufficient time and opportunity to develop. The 
short, 90-day notice of termination which Associated received on 
March 31, 1953, fails to provide adequate opportunity for such an 
orderly transition from Government to private operation 

Associated has received much encouragement in its international 
broadcasting activities. Also, we have been encouraged by substantial 
time-buyers who are interested in the audience which KWiD opera- 
tions reach. The volume of these responses, we feel, justifies our long 
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planned desire to enter the field of privately sponsored internationa!] 
programing when it becomes feasible. With Government coopera- 
tion, it is our belief that business may be developed eventually to 
support the type of programing we propose. In fact, we believe that 
if we were to undertake an international broadcasting service to Lat 
America, Australia, New Zealand, Japan, and other countries of th 
Far East, we can develop much larger audiences than acquired durin 
the period of Government operation. This is true because a different 
type of programing will be adopted, with greater stress being placed 
on entertainment and educational values—which, in themselves, are 
great builders of international goodwill. Programs will be planned 
along the lines which have been successfully emploved in domestir 
radio broadcasting and television. With programs of such qualit 
we are convinced that it will be possible for us to eventually increas 
our audience toa point w here it will compete with local radio reception 
in the target areas. Our mail response within the past 30 days con- 
firms this belief in no uncertain terms. 

This is not to be understood as a criticism of the Voice of America 
programing, but rather to emphasize the fact that Associated, with 
its many vears of experience in recording, program production, radio 
and television broadcasting, and with its San Francisco and Holly 
wood production facilities, will be able to create programs of audience 
appeal greater than Government productions based upon a propa 
randa slant. It is our belief that a message in a program with com 


mercial aspects and support will succeed in portraving the American 
wav of life, even in the absence of planned propaganda 
Particularly since serving on the Radio Advisory Committee, it has 


come to mv attention that the Voice of America suffers greatly in 


public acceptance because so few American citizens are informed in 
reference to its purposes, functions, and achievements. Congress has 
never appropriated funds for providing this information. Recently, 
{ transcribed programs, entirel 
at our own cost of more than $25,000, using the best musical and 


dramatic talent available from the radio networks in Hollywood, and 


Associated produced a series of 1] 


delivered them without cost to more than 1,200 radio stations, educa 
tional institutions, and civie organizations in the United States 
Hawaii, Alaska, and Puerto Rico, as a public service. These pro- 
crams carried excerpts from Voice broadcasts behind the [ron Curtain, 
dramatized incidents of numerous happenings occurring in the daily 
routine of the VOA in its contacts with the outside world, generally 
explaining the functions of the ‘‘Voice” and driving home the impact 
of its propaganda efforts. Therefore, | repeat that it has not been 
our policy to criticise the Voice of America but rather to publicize 
its importance. 

Our planning provides for placing the job in the hands of experts, 
employing economies and efficiencies of private operation, providing 
longer periods in the same languages now being employed by the 
Voice. This will necessitate the maintenance of .representatives in 
the foreign countries receiving our programs, whose duties will be to 
assist in a merchandising plan in addition to the development of 
broadcasting business. Within the United States, we will employ all 
known techniques for interesting American business companies in 
using our facilities to reach potential customers in friendly countries. 
This plan, which is not unlike techniques used by successful domestic 
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broadcasters in the United States, is nevertheless a departure from 
past practices in the international broadcasting field. It is our theory 
that our broadcasts will not only stiffen resistance to Communist 
expansion, but will also assist in the promotion of international trade 
and friendly relations. 

| will not burden this record with a long recital ol the types of pro- 
crams which we could broadeast It is sufficient to point out that 
during the years 1942-43, when Associated was programing tl 
tions on behalf of the Coordinator of Information and the Of 
War Information, we developed and presented a well-balanced and 
nteresting schedule of music, news, sports and special events pro 
crams. I have with me, today, and available to the committee 
lescriptive material about this program service as well as some sample 
daily program schedules. An examination of this material will make 
t abundantly clear that we will not lack for effective programing 
which will attract listeners for our stations. 

Similarly, I will not burden you with a long recital of our technical 
facilities. I merely wish to point out that Associated has improved 
s physical plant during the period of its operation to the poit 
that our present signals are equal to those of any other station on the 
west coast. In many instances, KWID reception has been shown to 
be of higher quality. For example, for a number of years the trans- 
mission of the world series from KWID has been requested from 
lokyo by AFRS. It has been reported by AFRS that the KWID 

rnal in Tokyo measures up to that of local stations and, for a number 


e sta- 


l 
} 
i 


ce of 


of years, the world series program has been rebroadcast over a Japa- 
nese network A reconstruction of the KW ID antenna system Was 
completed in February 1953, and this was accomplished at a very 
small fraction of the cost of recently built VOA antennas at Dixon 
and Delano, Calif. I have in my possession, also available for the 
committee’s study, several emgineering studies confirming the effec- 
tiveness of our present plant. It is possible to use additional trans- 
mitters at our site, and it is planned to do so 

On the great-circle path to Manila or the Orient, signal emissions 
from the KWID pla it in San Francisco have an advantage of ap 
proximately 3 decibels over Dixon and Delano, the Voice of America 
sites which have not been deleted. This is equivalent to doubling the 
effective power. ‘That is, a 100-kilowatt transmitter at the KWID 
location has about the same signal effectiveness to the Orient as a 
200-kilowatt transmitter located at éither Dixon or Delano The 
National Bureau of Standards and other engineering authorities 
maiatain that the best locations for transmitters to serve the Pacific 
areas are those locations on the extreme western coastline of 
California 

For South America, our location is ideal. Two factors are of creat 
importance. First, with two 20-degree beams we cover South America 
plus Mexico, Central America, Panama, and Caribbean areas. From 
the east, this coverage requires five beams. Second, KWID has a 
superior transmission path; the 3-hour time advantage allows much 
longer use of desirable frequencies on our daylight-toward-darkness 
path. 

For many years, high-frequency broadcasting has been in daily use 
during which time improved designs have been introduced and higher- 


powered transmitters have been developed. In our research labora- 
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Many new domestic radio and television applicants, during the time 
intervening between license assignment and opening date, have sold 
sufficient business to advertisers to enable them to open up with fully 
sold schedules and profitable operations from the start ASSOCIATES 
might accomplish the same if its existing Government contract had 
been extended for 1 year, with notice of termination as of June 30, 
1954, rather than on such short notice. The short 90-day notice does 
not provide sufficient time for orderly transition from public to private 
sponsorship. Our Voice of America arrangements should be continued 
through the fiscal year 1954 

During the last 90 days we have received letters, which vou can 
read, indicating that our signal comes mto the Central and South 


4 


American countries and Mexico and comes through almost Ih many 


Instances, they state, as good as the local stations, and they preter 
to listen to oul type of programing which has been copied from out 
San Francisco television and radio stations and made to have th 

same commercial appeal that we use to sell time in those areas 
(nd these people have stated in many instances thev do not liste: 
to their local stations because there is so much propaganda jamme d 
all the war through it, and they enjoy our American musti¢e \nd 
they have sent in suggestions as to the types of music they want 

{nd we have received a great deal of encouragement through that 
medium 

We are unique in that Associated is the only international short 

wave licensee on the west coast which has maintained consistently ove1 
a period of years the principle of fostering international friendly rela 


tions and trade through commercial international broadeasting This 


abrupt contract termination will nullify our accumulated equities an: 
efforts of many vears. 

Our shortwave plant has been de veloped to the highest point 
efficiency Associated has designed a parabolic antenn: 
effectiveness heretofore unknown in broadcasting which 


mmipg ineffective and will further strengthen KWID 
proportion We feel the value of this antenna is so important 
have laid the plans before the State Department, and the ki 
edge of its existence has come to the Signal Corps of thi Army and 
have been in conference with them, and they are tremendously inte 
ested to make use of the theory in connection with the work th 
Armv has to do 
To sum it all up, we feel we should not just delegat 
lated international good will and all of these efforts an 


l 


the junk heap 


STATEMENT OF WALTER S. LEMMON 


Mr. CLevencer. We will be glad to hear your statement 
Lemmon. 

Mr. Lemmon. Mr. Chairman, my name is Walter S. Lemmon 
I am an electrical engineer, specializing in the field of radio communi 
cations. Iam testifying today as president of the Worldwide Broad 
casting System, licensee of international broadcasting station WRUL 
of New York, and Scituate, Mass. 

WRUL, or the Voice of Freedom, as it became known to hundreds 
of thousands of eager listeners in Holland, Norway, France, and other 
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areas of the underground during the Nazi occupation of Europe, has 
had a long record of achievement and public service for the United 
States. 


HISTORY OF BROADCASTING OF WORLDWIDE BROADCASTING SYSTEM 


Some of the members of this committee are quite familiar with the 
effectiveness of the broadcasts developed by this private organization, 
through more than 22 years of its active pioneering of international 
broadcasting 

I would like to submit for the record a historical sketch of this 
experience, and I do not want to burden the time of the committee 
with an outline of its history, but I would like to outline for the specific 
record just one or two points, and | hope I have enough copies to 
distribute this outline to the committee. 

For example, we were in this field long before the Government had 
any kind of an information program or propaganda machinery; we 
have had long experience with this work, and during the war we 
played a very important part in countering Nazi propaganda, and 
we have learned a good bit about using the services of private 
organizations. 

Voluntarily we established in 1940, right after the start of the 
war 1n Kurope, and before the United States got into it, a liaison 
with the State Department, with Secretary Hull at that time, and 
the Under Secretary of State, Mr. Welles, so that we worked right 
with the people who had the policy decisions in putting out privately 
developed and private organization programs, simply under the gen- 
eral guidance of the state Department as to political questions. 

And in 1940, as you will note from this outline, as a result of the 
fact that we had been broadcasting to Scandinavian countries in the 
various Scandinavian languages for several years; we had a large 
audience not only in Norway, but aboard merchant ships, oil tankers, 
and freighters manned by Norwegians. 

When the Nazis suddenly took Narvik, in the way of a coup, we 
had word from Ambassador Morgenstierne, in a conversation over 
the telephone, that the Nazis were sending messages from the ship- 
owners of these merchant ships, broadcasting under duress from 
phonographic records, and they were telling the captains of the 
ships that everything was all right , and that it was perfectly safe for 
them to come home. 

When we heard of this, we asked Ambassador Morgenstierne if he 
would please make a record over the telephone as proof of the situation, 
in his own voice, which he did, which we would broadcast to the ship 
captains. We had records of that type also made in New York, and 
broadcast that every hour around the clock to the Norwegian ship- 
owners in every part of the Atlantic, North and South Atlantic, and 
in the Pacific; and I am happy to say that due to the previous record 

had established for integrity in broadcasting, not a single ship- 
owner was fooled by the Nazi statement, and by the Nazi propaganda, 
and not a single ship was taken by the Nazis. 

We were publicly acclaimed for this feat, and I was personally 
decorated by the Norwegian King immediately after the war. 

[ bring that up not as a matter of pride of accomplishment, but so 
that you may know that when broadcasting is properly done, short- 
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vave broadcasting, it is effective, used to the extent, as I mentioned, 
that it accomplished the saving of 900 merchant ships and tankers for 
the Allied cause. 

Another instance was the case of Yugoslavia, where the Nazis had 
ntended to take over Yugoslavia by propaganda rather than by force 

arms. We had a newspaper editor from Yugoslavia, who had been 
ought to this country when France had fallen, and was broadcasting 

ym New York. When we found out that the Nazis planned to take 
ver Yugoslavia, and we were advised of that, incidentally, by General 
Donovan, who was over there at the time, representing the White 
House, we immediately stepped up the broadcasting to Yugoslavia 
»y the man whom we had brought over. He was competent, because 
he had been editor of one of the large papers in Belgrade. They 
immediately began to listen to our broadcasts. General Donovan later 
stated that it was a fine piece of work of worldwide broadcasting, and 
dicated by a cable to the State Department that we had between 
100,000 and 500,000 people listening throughout Yugoslavia. As a 
‘sult of that broadcasting, the regency of Prince Paul was forestalled, 
and the Nazis had to take Yugoslavia by arms, rather than by propa- 
ganda, which slowed down their intended invasion into Russia until 
they were bogged down for the winter. 

These are all in the annals of the State Department. 

The historical sketch referred to follows:) 


HisTORICAL SKETCH OF WRUL WorLpwWIDE BROADCASTING SYSTEM 


1951: Inaugurated regular international broadcasts on schedule transmissions 
r Europe and Latin America. 

1934: Started educational programs for listeners abroad in cooperation with 
Harvard University and Massachusetts Institute of Technology 

1935: Inaugurated first year of World Radio University at Boston with co- 

eration of Harvard, MIT, Boston University, Wellesley, Tufts, Brown, and 

her colleges. 

1938: Pioneered teaching of basic English to Latin American student listeners. 
\lso language teaching for European students. World Radio University (WRUL) 

had enrolled listener students in 31 different countries. 

940: Started Friendship Bridge programs for England featuring British 
lee children; also town-to-town morale building programs during bombing 
raids. Friendship Bridge broadcasts extended to Holland, France, Norway, and 

her invaded areas. 

1940-41: WRUL broadeasts credited by Norwegian and United States Govern- 
ments with saving 900 Norwegian merchant ships for the Allies. WRUL broad- 
casts to Yugoslavia eredited with countering azi propaganda and delaying 


Nazi timetable for advance into Russia 


1941: New radio beam inaugurated for Philippines and Dutch East Indies. 
WRUL broadcasts increased to 24 languages. 

1942: All international broadcasting facilities in the United States of America 
leered for use of Government under OWL. 
1944: WRUL successfully presented evidence to prevent the cancellation of all 
ort-wave frequencies for future broadeasting purposes at conclusion of war. 
1946: WRUL representatives appear, before Appropriations Committee to fore- 
stall Government monopoly of all international broadcasts in postwar world. 

1947: WRUL resumes private international broadcasting to Europe and Latin 
\meriea, in addition to carrying Voice of America programs. 

1948: During Italian election campaign WRUL broadcasts were credited with 
assisting in overthrow of Communist forces in Italy. 

1950: WRUL inaugurates Friendship Bridge Caravan to further knowledge of 
\merican free enterprise broad. 

1951: First commercially sponsored programs inaugurated over WRUL for 
Latin America. 
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committee much about what a radio beam is and how it works. so 


uuld like to take 2 or 3 minutes of vour time to explain that 


W ¢ 
s . nee ls aT nomeer that it may |} } lifl 
recognize, since am a engineer, that 1t may be somewhat dithe 


but [ will trv to be nontechnical. 
Now. the ordi ar hroadeast that you hear in Vj ashingeton, ove! 
local station, WALAL or W R¢ ‘or any other local station, which se n 
! 


out a broadeast service, has a su cle tower, represented bv this pen 


indicating], and the wave starts out from here [indicating], just as 
it shown on this table. 

Now. those waves go out in all directions and are absorb ac] by St er 

rocks, by all sorts of natural obstructions—trees, and 
energy from that wave is dissipated, so that wit! in 
iiles or more of the broadcast station you can still hear i 
it so much of the energy has been attenuated, as we say, that it is n 
il And therefore, at the next city, a hundred miles away 

i another station, and they tie the two together by a wi 
until vou have a whole chain of stations in a network. 

Now, in shortwave, in international operations, we operate quit 
differently. And I am going back quite a few years, because whx 
Marconi came over here in 1927 and 1928 and explained to the In 
stitute of Radio Engineers that he had some new wavelengths, whe 
a broadcast could travel right across the Atlantic, with a little bit 
power, the people just laughed at him, and although they thought o 
him as a great inventor, they thought that in this instance he ha 
passed beyond the line of practicality. 

But I remember distinctly that the General Electric man and my 
self took what Mr. Marconi said, evaluated it, and got the data, and 
did not take me 48 hours to start building the equipment near New 
York. and we found that the old man was right, that we could send 
shortwaves a tremendous distance with a small amount of power. 
tm Now, the reasons for that are that our stations are located here. i 
3oston for example—and the same would be true of a station in S: 
Francisco—our station is placed just outside of Boston, and the 
waves. instead of be ine’ sent over the surface of the earth in this fashio: 
findicating;, are broadcast up mto the air, through a line of projection 
just like you project a shell from a gun, and in fact, we have the sam: 
terminology and eall it the “angle of fire.”’ 

We can proje ct the wave up into the atmosphere, and fortunat 
over the surface of the earth is a laver of air which becomes electriiit 
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‘termine the reflection 
‘y to anv land or an 
he best particular 
ht. and also with the s 
_ Dc eens 
ngeiy, cauicuiate just how 
arth’s surface by using these 
] + . 17 1; +} . 7 ] 
revermil the qaireection of the PLCC 


| just want to explain to you 


{ 
wrange your antenna so that yo , 
this pencil, to various Y f th rid. For instanc 
ant to broadcast to a certain area in Norway, you can 
antenna in this direction. That does not mean that th 
it at any other place, but it is just as though vou had a fl 
irk room, and you focused it in a corner; the main lj ri 


it at that point of the focus, but there would be light 


j 
In a ai 
be ri 


é 
1 
I 


the entire room. 
Now, by arr: in 


| 
the beams proper vou can direct 


¥ part of the earth to which you may want to broadcas 

\ particular location. 

Now, at WRUL we have 11 different beams, which have been 
up through the years, so that we have a beam into Scandinavia, and 
incidentally, an important point _ the geographical location as well 
as the direction. Not only that, but as the waves start off, of course, 
it is much better if the signal travels over sea water before it reaches 
the several reflection points. Also the location determines the e: 
with which you can transmit. 

It so happens that from the location near Boston, Mass., we are 
able to transmit to the Scandinavian area; and with the same beam 
we can reach India; into Europe and India with the same amount of 
power and with the same antenna arrangement, 

Similarly, the beam that transverses the British Isles and Germany 
voes into Russia also, and into lran and also into other parts of the 
Middle Kast. 

Then we have another beam that goes across Spain, the Meditere 
ranean area, Italy, into Egypt and North Africa. 

Then we have another main beam that goes into West Africa, 
and further into South Africa; and we have another series of beams 
for Latin America. There is another beam that goes to Panama and 
Cuba. We have one that covers this area [pointing], over into 
Mexico City. We have one here into the Pacific which we have not 
used since 1941. 

So that in International Broadcasting you have a situation where 
you can control the direction of the energy, and you can also focus 
the broadcast into any particular country that you want to reach 

Now, the economics of the situation should be somewhat dis- 
cussed, because it does take some degree of power to get waves up 
where you need to have them, a height of 150 to 200 miles above 
the earth’s surface, and it does require money to operate these sta- 
tions, just as it does require money to operate their television stations, 
as well as local broadcast stations, 
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It so happens that in the international broadcast field it never 
really got oif to a good start because the number of companies in 
this country that were able to support an international broadcast 
station are somewhat limited to the large companies that do extensive 
broadcasting abroad 

As you know, foreign trade at this time and since the war has 
been extremely poor; conditions have been poor for carrying on 
international trade to any extent in comparison with domestic trade, 
but we are hoping in the next few years that some of the blocks to 
international trade and the exchange of currency will be removed. 

Now, I would like to show the committee a few of the things in 
regard to the problems of programming, advertisements, and the 
operating facilities, and for convenience I will take the last one first. 


OPERATING FACILITIES 


Since 1942, when all of the broadcasting was taken over by the 
Office of War Information, by command of the President, the trans- 
mitters were then operated by the ah ite operators for the account 
of the Office of War Information. The OWI merely defrayed, as a 
partial patriotic gesture on the part of the broadcasters the out-of- 
pocket expense in operating these transmitters, particularly the tubes, 
the overhead, and a small amount for the cost of depreciation on 
equipment. But there were never, in these facility contracts as they 
were operated, any separate costs for development, and it was the 
feeling, apparently, of the State Department, when the transfer was 
made to them, that this development ought to be done within the 
Government, rather than allow private broadcasters to participate 
in that. 

Now, the second part, a matter I have alre acy discussed, the prob- 
lem of the advertiser, I hi » touc ‘hed on already, and the next point | 
want to discuss ts the mabthnd of programing. 


PROGRAMING 


In this field, gentlemen, we have established an outstanding record, 


from what we have accomplished during the 22 years. This I feel is 
bast d on the de monstr% ition that I has be ‘en me ide, that I] would like to 
give you 1 or 2 illustrations concerning the programs we are now 
carrying on. We are doing some programs under the $100,000 grant 
that was made by this committee and the Senate committee in July of 
last year. We expected that we could start the programs when the 
money was authorized, but there were various delays, so that actually 
we could not start on the programs. We did not even receive the 
first go-ahead until January 1953, so in order to carry out the programs, 
we still have several months to completion. 

Now, as you will see by a few of the programs that I am going to 
detail, we have developed some very helpful programs, and I am sure 
that you will consider they are very helpful to our efforts and to the 
efforts of the United States. We developed a course for teaching 
English in Latin America. This is for native Spanish-speaking people. 

Now, if I may make use of this chart, I would like to explain what 
I mean by the English course. I will not take the committee’s time, 
but I want to direct your attention to an article contained in the New 
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York Herald Tribune of February 1, 1953, which describes the cours 
Actually, it is a departure from the normal broadcasting, because we 
tors W ho would develop this course as a rs dio ela sroom 


ian at the head of the whole staff, with 2 or 31 
people in Latin America, in their own homes 
rom Boston | ple can actually learn EF) 


sj ] 


"a pe riod o és 
‘ current 
learn enoug!l 
ahead with the n ‘advanced course 
Although this program was started about 
tually have stuc ti 
even have 
ul Argentine—actually have a large numbe 
he Argentine, and in Venezuela and in Cuba, and 
countries. {nd to show you that these students actuall 
these courses, I would lil Lo just read one or two excei 
e have received, translated into English, and I will 
this whole statement for the records of the committee 
I will not burden you with reading them all, but I 
to hear a few of them 
Here is one from the Argentine, which reads: 


l 


Please, 


lgment, y 


your clementary ( 
ntar\ nglish. n my ju 
nterested in learning the languas 


( 


I have a few photographic exhibits here, which do not have to go 
into the record, but they show how the courses are developed, and how 
the students have taken hold of the courses, when they enrol! in them. 
They follow them week by week, just as is done in a college or univer- 
sity. I would like to read one letter from the Dominican Re public 
Santiago. 

I had the pleas 

the elementary 

inst: uctive, 
vith all my 

ut country, m« 

ctical purpose. 

Mr. CLevencer. Let me see how long that list is. 

Mr. Lemmon. 1] will just leave that with the committee 

Here shows a group of people listening, showing their intense interest 
to the English lessons that were being broadcast three evenings a 
week. 

This is a little group listening in Salvador. 

The same thing can be said about this group, who were working 
for the General Electric Co.; here are a group of dealers in Salvador; 
here is a group of businessmen; and here is another group, in Nic- 
aragua; here is another group in Panama, who are taking these courses 
in this manner. 

My point is that this is a very good use of radio, because you are 
doing something for the other fellow that has a tangible benefit to 
him, and, therefore, he shows his sincere gratification toward the 
country that is helping him to learn another language, and it estab- 
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lishes the kind of relationship that people feel toward their colleg 
after they have graduated. 

The total amount that we have had allocated for this particular 
course, so far, is only about $30,000 out of the $100,000 to date fo: 
the elementary courses 

There are other programs W hich we have been able to develop wit] 
the balance of the $100,000 appropriation. I want to mention just a fe 
of those. We have found that there is a crying need in Latin America 
for businessmen to know all they can of their own country of develop- 
ments in other South American areas as well as the United Stat 
So with the help of the National City Bank of New York and th 
Chase National Bank, and our own Department of Commerce 
Washington, and several other institutions of that type, we are abl 
to combine the programs for the man in Mexico, for instance, will 

what goes on in the Argentine, so they will have a share in this 
it will bring the businessmen of our friendly, 
South America into a closer relationship with 
intry, and will make them friends of America 
they have been before. 


vian countries of Northern Europe, although 


ve have developed a 


‘ 
y 
rm 
I 


a good-sized audience, 

een quite successful there his chart [indicating] 

yuund that there was need in many parts of the 

an countries for a better understanding of American culture 

is vou know, a good bit of Europe seems to think, at least some of the 
people of E seem to think that we are just crazy for dollars, 
that we do not | a great deal of interest in the humanities or culture 
cram which represents both sides of life: 

which reaches the artist, the scientist, 

Way that American is thinkine in these 


1 
| 


received hundre 
for a few months. 
‘asts from the Swedish 

sion to them to rebroad 

think that it can bring to 

; And we hope to develop, under this 

in the Dutch laa age, which are not yet com- 


also we have been broad asting 1n the Italian 


Before t] italian eect we were al le to find many who recently 
had been in Italy, but ‘had been quite delayed in getting permission 
Lo start. Finally \\ a yroached a Member of Congress, Mr. Albert 
Morano, who took in our Italian broadeasts in 1948, and he 
helped us to get underway quickly. In fact, he made a broadcast 
himself, and we have just received letters following his broadcast to 
Italy, whicl shows ho succe sfully he was received. We rec elved 

150 airmail letters from all parts ol Italy in respect to that 1 
Tl Ii me that it costs about 120 lire to send 


realize that to many Italians they could 








i have copies 0 





cotten a good-sized meat dinner for that in Italy 


} 


ese people must have been inspired by the broadcast to take 
suble to spend that much money 
station in the United States. 


f those letters he 


to read them 


mittee 


Mhis 1s jus 


extract, 


which is translated into En: 


Cong? Smat Mora 


st feeling, has dec | ly t 


Mave apprI ved ol 


know that only tl 


perlty possible, 


is illustrates this chart, which shows we | 


he Italian peninsula. 








are | si 7 ‘ ; — 
some of the airmail letters, attached here: 


indicating 


vrams. Here is Congressman 





: ) 
ad a program for the Bovs 


to listen to 


that here was 


‘itizens for the benefit of Italians 
30 Mr. Pope, the president of the Italian-American newspa 


That program series is going full blast every wee 


Town of 
movement supported 


: 
\lartinelli spoke, and 


rebroadcasting 


made arrangements 


ams through radio Monte Carlo, a station in northern 


All this has been accomplished under this initial 


starting a little late; but 


» sponsored by 
I feel that is the end which, with a little encour: 


would like to mention a little bit 
American advertisers in the good 


within the next months we will 


rtainly have an increasing amount of results. 
the other 
American 


to make this whole eftort eventually 
d programs for the Westing 


: ; 
have a snortwave station ol 


were a littl 


in Latin Americ: 


) 1 
1 yf on 
es Mmi¢cnt res 


hat a listener of ours in 
Westinghous 


th program that 


‘ 


ympany. 





have demonstrated there that international ra 
ehicle, and successfully 
h was known to be so for a long time. 


As some of vou gentlemen k 


to thre 
c vou. while the game ts bein: 
he Mutual Broadcasting System, the 
nerica and is picked 


‘enezuela, 





baseball eames in Spanish for the Caribbean are 
sored by the Gillette Co. 
complete game every Saturday. ‘ 


t 


and he ordered one, 


This paid 







1 and parts of Sout 


selling raz 


successful so that 


. panish to Latin 


fans but rebroadcast in 


this vear they have increa 


full games every week. 


Panama, 





We have also done quite an extensive broadcast job for the Phil 
Corp., in pushing their radio sets and various household appliance 


| can foresee, having been in this field since it was a mere experime 
of Marconi to the present day, that eventually, with the proper suppor 
and encouragement, international broadcasting can be made a ri 
factor for American trade and for prope rly interpreting the Americ: 
W 


av ot ine 

Now. during the pa { month or so | was clad in one way ahd sol 
in another because the State Department had cut out all of its bro: 
his plan 


o the so-called free-world areas i recommended t 
Hickenlooper committee in March, when ] appeared before t 
ate Department should be more confined to Russi: 
similar broadcasts: and private stations cover the free world, 
whole thing was done so qui kly that it has left a kind of vacuum 
We want to undertake to fill that, because we feel we are very wel 
eq ip] ed to cover a major portion of the free vorid. 


You have heard the testimony of M Dumm of the Associate: 


Broadcasters that they are well equipped to take care of Japan ar 
some of the areas of the Pacific. Between 1 ‘e, Mr. Dumm 
we can cover practically the entire free world. 

Particularly in Latin America the President has now sent his brother 
on a very important good-will tour, and we feel it is important not to 
cut back hut to step-up broadcasts to the Latin America area pro 
vided they are of the proper type to win friends for us in all parts of 
Latin America That is the important thing. 

We are prepared as a private organization to further expand ow 
present broadcasting to Latin America. Eventually that will all bi 
supported by these large American companies, but it is going to take 
another vear an more before that can be fully accomplished 
In the meanwhile we look forward to a further extension of this 
experimental grant of last year and to i nilargement in order to 
accomplish that. 


1 possibly 


} 
i 
I 
| 
I 


Furthermore, in Western Europe at the present time it is very im 
portant to keep broadcasts going to the Scandinavian area, to Italy, 
and to various parts of Western Europe where the people are beginning 
to wonder, perhaps, a little bit about our motives, because they do 
not understand us fully. There are various means of getting that 
message across to them, but at least from a single station it is very 


economical to do that by radio on a consistently high-level basis. 
BROADCASTS TO AFRICA 


There is another area of the world which has been somewhat 
neglected, and one which our staff has been studying quite a bit the 
last few months, that is the African area. We have three beams 
which quite thoroughly cover most of the areas of unrest. 

This chart was made up from an article in the New York Herald 
Tribune a week ago Sunday. The crosshatched areas are the areas 
where there is considerable unrest and apt to be difficulty caused by 
communistic inroads. You are familiar with some of the problems 
of South Africa. 

This beam covers that area thoroughly. 

In west Africa and also in the Kenya Colony and parts of Rhodesia 
this central beam covers it. 
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In the more northern latitudes of Africa this 
ll covers this whole area, as well as the western « 
in a position to at least do something abou 


ce of the United States in proper form to thes 


‘a and to begin to stop some of this communistic wa 


iking place. At least we can help as far as it can 
stopping them by radio 

I have already told you of some of our successes ag: 

ropaganda. I really do not feel that the Russians are one bit s 

fact, | have some doubts about it. 

Mr. Bow. Before you leave that, could you tell uss ymething bout 
the receivers in that area? 

Mr. Lemmon. Yes. I have some rough figures. There : ” 
published by the Department of Commerce, but I do not happen to 
have them with me. 

I believe there are about 800,000 radio receivers equipped with 
shortwave dials in this area. There are not many stations through 
vhich you can rebroadcast, but we do have arrangements with a 
station over in Mozambique, which we have tried rebroadcasting 
through. It is a commercial station. We can get that. 

We also have done some rebroadcasting through a station in the 

ian Congo at Leopoldville. 

Also, Radio Monaco covers the northern area pretty well. We 

pretty well set as a private institution so far as the technical 
end is concerned to cover that whole area. That is something that 

' 


s perhaps not yet quite as important as some other areas, but it 


should be given some attention. 


TERMINATION OF SERVICES WITH STATE DEPARTMENT 


i 


Before 1 go into the question of equipment and other thines | 
have in mind, I do feel that having established this record and carry- 
ng on under this appropriation which was made by the Congress 
last vear that we have found it—I will use a much stronger word 
than “embarrassing’’—practically fatal to have received this notice 
from the State Department suddenly cutting us off on July 1. 

I said at the beginning of my testimony that without engaging in 
any personalities, because that is not my place—I would rather speak 
as an engineer, who is supposed to speak on facts—that this was a 
little bit discriminatory, because we have felt that it would place all 
he shortwave broadcasting from the east coast in the hands of the 
wo giant networks, NBC and the Columbia Broadcasting System. 
We do not feel that is good for the United States. We do not feel it 
is quite fair to us, because we have taken the trouble to find out that 
our signals are well received in all these areas. We feel that with the 
developments we have underway it will be even further improved. 


NEW ANTENNA 


We also not only have a new antenna under development but we 
have in the last few months decided to put it into operation privately. 
[ tried to negotiate with the State Department about this new devel- 
opment back last winter and last fall, but I had a deaf ear reception. 
They said: ‘“‘We have decided on these half-million-dollar curtains.’’ 
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with too much of that 
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a few vears 

to cut off the pe 
ily they will get it back anyway in their ow 
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stir ivs that the secretary ol 
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2 months 
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field performance record on thet because there 

tually used They have ust e 1 million watts 

dard broadeasting, but never on international broadcasting 

ER. Recently I had a conversation with a member of 

) \ppropriations, who had { | ii5 a& man just 
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Mr. Lemmon. Did you mean to indicate, Mr. Rooney, that th 
had actually tried on the air in practice broadcasting megawatt trans- 
mitters in international broadcasting? 

Mr. Roon1 No You referred to the location of Baker East and 

, West 
LEMMON. 
NOONE) u assumed, evidently, from what you had read in 
‘| apers, hat those sites were si lentifically not well founded 
LEMMON. 
Roon: Y 
1,EMMON 
Rooney. That is not th testimony before this committee. 
Lemmon. Have you not had conflicting testimony on that, sii 
ROONEY. 
Lemmon. That is what I thought. 
Rooney. So far as the present regime running the Voice of 
‘ais concerned, the Baker locations are not out. That is my 
inte rpretation of the testimony. ; 
Cievencer. Dr. Johnson said they did not consider it. Pos- 
me other agency of Government might. 
LOONI Ze You Vi ould have been better off to have left off your 
d ph You should not eriticize when you do not have a 
basis for it 

Mr. Lemmon You , the question of location and the testing 
of locations is theoretical unless you actually set up and test those 
locations Then it aso prac tical, 

\ly point in bringing this up is simply this: We have plenty of 

at our plant for locating one of these megawatt transmitters. 
ild not use it 1 full megawatt. It is built in sections, anyway, 
250,000 kilowatts in audi section. | would use two sections in 
this new dual antenna. We would produce with 
not only for the Western Hemisphere but also 
nisphere, better than are being produced at the 
’ y existing station. 

took the trouble to find out that the particular power com- 
pany—Brockton-Edison—is willing to supply power at a very reason- 
able rate. As I remember the figure, it is quite a bit lower than 
either of the power companies in North Carolina or the State of 
Washineton. We could store the transmitter there at no cost to the 
Government, and could put half of it into operation very quickly, so 
that vi ‘ould dispense with the results of the scientists and zo by 
actual measurements at Munich or any other receiving location you 

desired 
That is a small point, however. I merely mention that to let you 

ki iow it is avail: ible. 

Now returning to program problems, we do feel that this $100,000 
grant which was made last year on an experimental basis should be 
continued and should be enlarged. We have worked out the budget 
very carefull [ do not know whether the chairman cares to receive 
any detailed information at this time, or whether you just want to 
pel 0 what we have already presented, 

Mr. Cievencer. I just want you to tell us your story; that is all. 
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friendshiy 
i other fre 
and produ 
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figure that I mentioned, Mr. Dumm may need 
for covering the Pacific area and his portion of 
field. 1 think with both of tho 


itire ty 


se figures you 
iree world 


*no questions. 


AT, 
IVir. ( oon 


.; 
© %- OON, No 
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LEVENGER. Mr. R¢ 


yoney? 


INEY. No questions. 
VENGER. Mr. Pri 
EsTON. I did not kno 


purpose of this hearing, 
ave had to sort « | 


to begin 
ff his thing 30ak in by degrees. I did 
know any thi 1 about the purpos¢ of this at all 


TERMINATION OF CONTRACTS WITH THE STATE DEPARTMENT 
Can you assign any real reason for this sudden decision on the part 
of the ILA to eliminate the worl 


rk that you and Mr. Dumm have been 
doing before on this program? 
Vf ° 
A 


r. Lemmon. Yes, sir. The decision is sudden, sir, t the ground 
work leading up to it we have not considers 


It has been a movement 


“1 \ 
for some time. Every time t 
» int national broadcasting ¥ 
into a group in the State Department that were immediately 
it was said to me less than 2 \ 


4 Years ago: 


tions that are so strong foi 


tried to increase private 


ronistic to us. In fact, 


ire going to get rid of these organizs 
private broadcasting. 


Now, they organized a technical study, I think, last 
employing the Booz, Allen & Hamilton firm for doing this, and 
they visited these different stations. They visited our station, and 


‘Vy sent a man up there who, upon a little 


é 


Summeét! 


ross-examination, ad- 


nitted he had never beep in an international broadcasting station 





to vour installation 


‘ bly was what we call a standard broadea 
nowledge of the international broadeastu 
tted that before he came up there 
a | cround did not reveal any experience 
) 


twave broades 


L.eMMO> No, sir; not a bit. 
Dumm. We hay had the same experience. 
I i 


Preston. We paid $40,000 for that sort of a report? 
Duma. They made a statement, for instance, at our plant 


etin 


we had the switches reversed for 90 days and that our signa! 


roing to the Far East, was directed over the State « 
da, t » of no value whatsoever. We refuted that statement 


and showed finitely, with the best engimeering advice we coul 
obtain, that if that had occurred for a period of 5 minutes it would 
have caused a reaction there that would have burned down the plant 

He also made statements with reference to our ground wave being 


affected by a lumber pile on the area, and there is no such thing. 
Mir. Lemmon. You do not use a ground for shortwave. 


\1 I 
t 


\ir. Dum. For shortwave. The gentleman who made the report 


Aad ol 


imply was sent out there for the purpose. 

He stated to a member of our firm—in fact, to Mr. Hughes, one of 
the members of that firm—that he was going to be obliged to go to 
California and give us a negative report and he did not like to do it 
Is that right? 

Mr. Hucues. That is right. That was before he left. He had 
never visited our plant. I took it up with Dr. Compton before he 
got out of town, because he had made the remark to several people 

Mr. Dum. My opinion is that the group in the State Department 
felt that they wanted to eliminate the groups who had any idea of 
private enterprise broadcasting in the international shortwave fields; 
that the two networks, NBC and CBS, were willing to have the 
facilities used, in spite of the fact that the best engineering knowledge 
that we have been able to obtain, backed up by the Bureau of Stand- 
ards, as I have stated to you in my report, gives different conclusions 

The chances are that a 100-kilowatt station on the extreme west 
coast of California will produce the same signal effectiveness as a 
200-kilowatt station located at Delano and Dixon, which are now 
operated through NBC and CBS. 





\ ies 
ESTON. We helptul 


until 6 o’clock at this rate, because | 
| about it 


We will 
hei | 


deeply you 


B | a . + | ; } 
Oth OL Vou are ret engeth about it. 


Do vou make 
ssure to bear 


the 


moved to talk at ¢ 
the charge that CBS or NBC is ecthy bringing 
and | think you should speak frankly on this point 
State Department and the information program aimed at 
minating your services, Mr. 
yumm? 
Mr. Lemmon. | have no direct evidence to make that statement 
rainst NBC and CBS. I could make that statement against people 
iin the Department, sir 

Mr. Preston. You have had the same feeling? 

Dum. | have never taken any such position 
Preston. | gat . 


Lemmon, and \ 


vou SCrTViCces, Mr 


hered from your comments 
vou feel that it would please these two la 
take place 

Lemmon. It would be human nature, perhaps 
r. Dumm. I believe that the State Department has called upon 
i who are in the higher up listing of these networks for advice 
Now, whether they have followed that advice I do not know. We 
eceived notice of cancellation stating that they had taken the advice 
of the best men in the industry they could determine. Later on it 
vas announced that certain people in RCA and other firms had been 
advising with that office. So | have nothing definte, but I think 
that something has happened there which would encourage them to 
liminate, as we call ourselves, the little fellows against the millions. 

Mir. Presron. All right. You have had the same difficulty under 
the previous administration as you are having under this one? 

Mr. Lemmon. What is that, sir? 


Mr. Preston. You have had the same difficulty under the previ- 
ous administration as you are having under this one? 
Mr. Lemmon. Dr. Compton, you mean? 


Mr 


*. Preston. I am not naming persons. 
Mi 


. Lemmon. Yes. 

Mr. Presvon. I am just bringing out the point. ‘This is not an 
administration difficulty. 

Mr. Lemmon. No. 


Mr. Dum. It is a continuation of certain personnel who I think 
had something to say in the previous administration, who are con- 
tinuing on. I do not think it is individual, personal, or a political 
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situation. It is just a matter of thinking on the part of certai 
individuals. 

Mr. Lemmon. | think Dr. Johnson, as the Administrator, would hy 

willing to see that this sc eming injustice was rectifie d. He could do it 

rh if the committee gave him a little encouragement di 

this thing further and in the meanw hile to keep this 

t1 k, a fair trial and a chance to stav on thi 


al decision is rendered 
The thing which surprised me is that this matter wa 
‘committee heart ; 

LemMMON. You mean by the State Department? 

} 


DD. 


i,EMMO? bt the he would do it, sir. 
Py ; 


to me would prompt them to 

notts pro| lem with which they are dealing 

the hearings. The bill is supposed to bi 

- are trying to get this through in time to 

duled. Tt is of sufficient importance that it 

d out in earlier hearings; or at least we should 

ortunity to cross examine the State Department and 
the witnesses who have taken this stand a 
decision. It is a pretty late hour for us 

One point, sir, is that if this appropria vad 1s mad: 

ne privat programing on a live basis, of course, and ii 

is included something fer operating facilities during adeeb hours 

n we would not be entirely lost 

In other words, the $300,000 for us to cover this eastern and L tin 
American end of the free world and something further for Mr. Dumm 
to cover the Pacilic area, 1 cranted by this committee, automatic: lly 
mesns we Can stay in business. 

Mr. Preston. I understand. How much did your companies get 
a of the fiscal 1953 bill? 

. Lemmon. Of the $100,000 we had roughly $79,000. 

Mr. Preston. How much did your company get, Mr. Dumm? 
+ Dumm. About $21,000. 

Mr. Preston. So there was only $100,000 set up in fiscal year 1953? 
Mr. Lemmon. But we also had the contract to operate the fe clit ies 
for the Voice of America, which amounted to about $190,000 for the 
operation of the facilities. 

Mr. Presrcon. If I understand the situation, they propose to 
eliminate that service and place it in the hands of the larger networks 
on a dollar-a-year basis? Or is it a combination basis? 

Mr. Lemmon. No, sir. They have given them contracts at much 
iigher figures than we have received. 

Mr. Presron. You used the phrase ‘‘a dollar a year.” 

Mr. Lemmon. They were willing at this point in their testimony 
to turn the facilities over to the Government for a dollar a year, plus 
the Oe iting cost 

Mr. Preston. Plus the operating cost. 


> 


. Pi 
Mr. LEMMON. Yes, sir 
Mr. J 


RESTON. I see 
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Mr. LEMMON Yes, sir The committee coul save a large amount 
of money immediately, if that were 
Mr. PRESTON | do have one other ques 


prolong this, because | know everyhbe 


{( OMPLAIN 


heard bv t! 
We were 
ingie criticism 
complaints 
waite ‘repo 
Ir. Dum. After the technical report 
Mr. Preston. After the te 
Mr. Dum. Yes, su 
Mr. Presron. Not prior to it 
Dum. We did not know. To which 
M Preston. The Booz, Allen Hamilto 
Mr. Dumm. No. Our defense was made 
the Booz, Allen, and Hami report 


ee ; } | ‘ 
and restricted, so that W ‘Ould Hot 


\f 
Vif 


el whe re a nan Was Chal i Cl 1d not g ven an Oppo! 
to answer tor it u see Through certau 1eans that 1 had 
as a mel ibe of the aadavisol ‘omn ermu " and 
I think we informed Vol about 
Mr. Lemmon. Yes, sir. 
Mr. Preston. Waitaminute. I would like to ask another question 
Mr. Dum. Yes, sir. 
iF Pri STON, Th it is O 
qu stl ns, but we vet lone ans\ 
Mr. LEMMON. That IS rigi 
Mr PRESTON. Were any ¢ 
Dumm, prior to this 1 
No, sir. 
Mr. Lemmon? 
had quit 
praise of the rebroadea at } h and other places fror 
transmitter, until thi 
Mr. Preston. 
Mr. CLEVENGE mu, gentl 
Ir. Dum. I think we should make a s 
commensurate to what Mr. 
operation 
Mr. CLEVENGER. I do not wat h 
Mr. Dum. li w ly take a min 
Mr. CLEVENGER. 
Mr. Dum. Our portion of the amount 
be necessary to cover the Pacific area ir portion of South 
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rs to be the figure of $292.000 


In db ianeuUuages, o hours aaayv, 


ior your patience, ge ntlemen. 


men. 
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men, 


IONAL INFORMATIO 


WITNESS 
EUGENE W. CASTLE, FORMER PRESIDENT, CASTLE FILMS, INC. 


Mr. Citevencer. We have one more witness, gentlemen. We will 
hear at this time from Mr. Eugene Castle. 

Mr. Casrie. Before I begm, Mr. Chairman, I would like to give 
vou a news bulletin verv briefly. I got this in New York vesterday 
As you all know, Mr. Stalin—I am talking about Joe—is no longer 

rith He is not in this world. I do not know which world he is 
in, and we are not going into that. 

The reason I mention that is that the Soviet propaganda films, 
which were mostly old war pictures, to show the captured audiences 
what a nice world they had and what they offered, are completely 
obsolete. They are no good any more, because they dripped with 
Stalin’s picture and Stalin’s sayings and Stalin’s pronouncements. 

Temporarily, at least, the subject I am going to cover from the 
standpoint of our competitor, if we can regard them as one, is that 
they are out of business. I present that because I do not have it in 
my prepared memorandum. 

My name is Eugene W. Castle. I am the founder and was until 
5 years ago the president of Castle Films, Inc., which I established in 
1923 with an investment of only $10,000. I think I know something 
about documentary films, having grossed $130 million in a quarter of 
a century of successful operation in that field. I might add that gross 
was obtained without any public financing at any time. 

And I ean tell you, Mr. Chairman, that United States Government 
films as exhibited by the State Department through 135 information 
posts in 88 countries overseas are a complete waste of the taxpayers’ 
money. And I can tell you how. The United States Government 
film program is entirely a nontheatrical operation. I will briefly, in 
very few words, describe to you the difference between a theatrical 
operation and a nontheatrical operation. 

In the case of a theatrical operation, the film is produced on 35 
millimeter film. In theatrical operations, the audience comes to the 
theater. In the case of a nontheatrical operation, the films are 
produced on 16 millimeter film, and the reverse is true; the films are 
taken to the audience. That is what is meant by a captive audience. 

In that connection, with the exception of the United States Gov- 
ernment, there are approximately 25,000 16 millimeter sound pro- 
jectors in schools, churches, organizations, and so forth. This number 
of sound projectors is sufficiently large to provide a considerable aud- 
ience for a worthwhile nontheatrical film subject. Nowhere else in 
the world is similar coverage obtainable except in Canada and 
Great Britain, both to a much lesser extent. The rest is very spotty. 
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George Creel has on frequent occasions stated—and he 
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ntly to Senator Taft—and the things I am going to say 


r ally mod ate in comparison to his feeling on the sume 
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| have here a detailed statement on that, but it is too iong 
to read. 

No idea of divorcing the International Information Service from the 
State Department or of shifting it to some other department or of 
creating a separate and still larger pay roll for it should be considered 
Only a radical elimination of the overseas film service is justified 

| have nothing to gain personally in making this recommendation 
[ no longer have the slightest financial interest in the documentary 
film business. I might add I do not own any stock in any theatrical 
film studio | discovered vesterday I was going to Say l own no 
bonds, but I went to town, and I discovered | have $3,000 worth of 
bonds in a small theatrical film company. Why I bought them I do 
not know. If I had known about them, I would have sold them 

! am moved solely by my professional observations of ihe waste 
and failure of our Government’s overseas film activities in recent vears 
As a taxpaver and an American who takes a very natural interest in 
his Government’s efforts to act in a field about which he knows a 
vreat deal, I can assure you that the gentlemen of this committee 
would be appalled by the results of those efforts 

Let me tell you what | found out for myself. Without benefit of 
any Government introduction or cooperation, I have personally 
inspected our vast—and for the most part totally ineffective and 
unnecessai'y—overseas propaganda organization. 

Last summer and fall, in Paris, France, | took a personal inventory 
of our Federal Government’s vast network of buildings, bulging with 
pavyrollers, most of whom “never had it so good.”’ Great savings can 
be made in rents. In Paris alone the United States Government 
occupies 17 separate large and elaborate buildings in high rent loca- 
tions. Another large one, in the heart of the city, is now being 
readied for United States Government occupancy. Fifteen of these 
buildings should be vacated at once. The overseas waste, extrava- 
vance, and grossly padded payrolls will never be corrected until the 
locations where it flourishes are closed permanently. One effective 
way to correct this is to vacate the unneeded buildings—symbols of 
American waste visible to many foreigners every day of their lives 
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This applies not only to Paris but to London, Rome, Tokvo, Lebanon 
Athens, Madrid, Mexico City, and throughout the world. 

Whrv. centlemen, in Rio ce Janiero, Brazil, where there is only 10 

; population of the United States, we are today erecting a 

on embassy building. And the same thing has happened at 

tions. And yesterday, the export manager of the 

said it is just a fool thing over in Havana, Cuba 

they have the most expensive locations. In Havana, 

aes Of renting inexpensive quarters for the proposed use of Govern- 

ment facilities, we are going to put up a diplomatic building that 

appears 1n a full page In C¢ lor in Life this week, and we are doing that 

0 places : roug rhout the world. And we have $17 billion worth of 
bonds to refund in the very near future. 

What I have seen in France, England, throughout the Near East, 
and South America firmly convinces me, as I am sure it would any 
other American who has had a similar experience, that our Federal 
economy will never be brought into balance until our worldwide 
extravagances are stopped. 

ruary of this year, Dr. William M. ( ‘ompton, once presi- 
ston State College and former President Truman’s 

ad of the United States International Information 
ation, resigned as the chief officer of that huge Washinzton 


Compton, W hile head of the ILA, a branch of the United States 
Department, was responsible for the expenditure of tens of 
nillions of dollars of the American taxpayers’ money in a vain and 
itile effort to ‘mold the minds of fore ig] ers,”’ eve ‘rywhere throughout 
the civilized world, to his organization’s hi chy dubious version of the 
daily living habits and ideals of 158 million free and liberty-loving 
Americans. 

Dr. Compton’s 10,000 Federal payrcllers operating at home and 
abroad created expensive broadcast networks for the Voice of Amer- 
ica—a voice that was never truly American—and still is not. Addi 
tionally, the State Department propaganda menagerie established 
information centers and libraries in the most expe nsive an d exclusive 
real estate throughout the work i. And, centlemen, I have seen it 
with my own eyes 

In Paris, for example, the elaborate library is located on the second 
floor of a former swank tourist hotel that never was and never is 
to this day) visited by the ordinary Frenchman and woman. ies 
an endless quantity of literature, magazines, booklets, and every other 
form of propaganda has been inflicted by the carload upon torelgners 
most of whom are chief! y concerned with the eternal problem of getting 
a square meal. Maybe such reading matter makes them happier. 
Maybe not. Ido not claim to be a literary critic. 

But, in addition, an elaborate motion picture ‘thought and mind”’ 
conditioning program is maintained —and I do know something about 
films. These films are sent throughout the world. Few obtain 
extensive exhibition. None change the minds ahd hearts of the 
foreigners who see them—mostly in isolated rural locations where the 
propaganda movie are shown by means oi costly portable sound 
trucks. In fact, they’re harmful to our cause. 

United States Government films should be stopped at once. Bitter 
hatreds and deep envy are being developed in the hearts and minds of 
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oppressed and underprivileged peoples by mirroring to them our 
slanted United States Government pictures. We are depicting living 
conditions and luxuries that these peoples can hever hope to attain for 
themselves. And we are making enemies, not friends, by the envy 
they engender. 

John Caldwell, a former United States information officer, once 
asked for an education film and was sent something called UCLA 
about one of our largest, best-equipped schools—the University of 
California at Los Angeles. 

We had to show it to Korean students who studied all winter in barnlike, un- 
heated buildings with no textbooks, no laboratory equipment 


wrote Mr. Caldwell. 


} 


It was not right to show the film in Korea, no \ t right to show New Y« 
Peter Stuyvesant Village as an example of how to solve a housing problem 


These films present an advanced technology hardly within the dream, muc 


= 
the practical reach, of a large percentage of the world’s population. lore 
happen to be a polite people and they did not often point this out. The ¢ 

munists did it for them. 


The reaction of Koreans today may be the result. These propa- 
ganda movies actually stimulate distrust of our unselfish ideals and 
decent motives. ‘Taxpayer-supported global movie showings are not 
propaganda for Americans, because they move unthinking and envious 
masses toward the pleadings and false arguments of Communist fifth 
columnists. 

Our propaganda movies, in short, are moving billboards for com- 
munism—not democracy. And those who urge further waste of time 
and money on their production are consorting with Communist aims, 
whether they know it or not. 

It must be realized that the overwhelming majority of the popula- 
tions of many countries is, in most instances, completely dominated 
by what is known as the upper 10 percent. 

Mr. Preston. Mr. Chairman, I do not know what statement t 
witness is reading from. It is different from the printed copy we have. 

Mr. Casrie. It should not be. I may transpose a word bere and 
the re, 

Mr. Roonry. Did not this same statement of yours appear in the 
public press recently? 

Mr. Casriu. No, sir. 

Mr. Roonry. Were not extracts from it quoted word for word in 
Fulton Lewis’ column 3 or 4 weeks ago? 

Mr. Casrre. I do not believe so. [I would have to get the column 
to check. That may have appeared but certainly not word for word 

Mr. Presron. You are on what page now? 

Mr. Casrie. I am on page 5. 

Me. Presron. A great deal of what you say does not appear in 
here at all. You are supposed to come in here with a statement of 
what you are going to say; otherwise, we cannot tell how long it will 
take. 

Mr. Caste. I have 4 pages mote. 

Mr. Preston. In other words, the rest of your statement does not 
have a lot of extraneous matter in it? 

Mr. Castuie. No, sir. I am sorry if the things I stated confused 
you. 


he 
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‘e a lot of other things you said that a 
We usually require copies of statement 


Lo make 


no way of knowing how 


ized that the overwhelming majori| 


intries is, in most instances, « 
pleti yminated | vl known as the upper 10 percent. 
mas themselve lots—defenseless peons. By and large, 
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frovern ntl ne 1e They e », Ibis tru . oft n be charmed 
pacified wit ntertainment action films ut they are conditi 
to resist, suspect, an 3 opaganda films, including our owr 
In the for mansi of Baron Rothschild on Rue du Faub: 
St. Honore is locate he m plush branch of the United St 
Information Service l! ! nt world [ have said that befo 
Congressman Rooney, and it is very possible you may have seen 
somewhere 
Mr. Rooney. I am looking at a number of phrases and expressions 
contained in this Fulton Lewis column clipping. 
Mr. Castir. Which one is that? 
Min ROoNt “Fland icked, news ignorant do-gooders.”’ Thes 
which appeared as far back as June 1 
ry probably said the same thine aeain and 
‘lieve, should be corrected. 
movie-film library for the loan and showing 
itary films. KF pe yple Americar ana 
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I might add one word, that Dr. Studebaker, then Commissioner 
of Education, immediately took steps to terminate that department 
and all activity connected with it. 

Additionally, I personally edited the 16 millimeter News Parade 
covering every battle action of the war from the beginning until 
V ictory was achieved over ( rermany and Japan. Those were accurate 
films of absorbing news interest to people everywhere. They suc- 
ceeded only because they were not propaganda. What are we facing 
now? 

When former President Compton departed as head of the United 
States International Information Administration, President Eisen- 
hower filled his post with another college president, Dr. Robert L 
Johnson, former head man of Temple University. Dr. Johnson, like 
his predecessor, immediately began making elaborate plans to ‘“recon- 
vert the minds of people of foreign lands” to the American way of 
milk, honey, and money the latter, free for the asking by foreigners 

Dr. Johnson’s personal Washington press agent recently announced 
a religious radio program that will bring religion to all the world—an 
undertaking that for centuries has been the life work of ministers, 
priests, and rabbis, and not a proper or acceptable activity for any 
individual civilian or Government bureau. 

Additionally, Dr. Johnson appointed the eminent Hollywood film 
director, Cecil B. De Mille, as a consultant and adviser to the Inter- 
nations! Information Administration’s film program ‘‘to study the 
State Department’s handling of motion pictures as a means of getting 
ideas across in other countries.” 

was shocked to read in the Film Daily of June 18 that Mr. J. 
Cheever Cowdin, former chairman of Universal, who lost control 
of his company and was deposed as its chairman, has just been 
appointed as director in chief of the Government’s overseas film 
program. 

In making the announcement (according to the Film Daily piece) 
Dr. Robert L. Johnson, head of ILA, states: 

is [Cowdin’s] name had been presented by Cecil De Mille, who had been 

as Johnson's chief film consultant to find the best man as the unanimous 

commendation of film leaders 

aning Hollywood leaders. I am going to make this prediction: 

If Mr. Cowdin is allowed to take over the Government’s film extra- 
vagances | predict, as a nontheatrical film expert who founded and 
managed the largest operation of its kind in the industry, that this 
disgraceful setup with its global waste will attain new heights of 
Feder ul extravagance. 

Mr. Cecil B. De Mille is an eminent American and a man known 
for his strong personal opinions and convictions. He would be 
performing a patriotic service to his country if he would mform 
the President of the United States, and Dr. Johnson, that no film 
executive or company in Hollywood would invest one dollar im the 
creation of a propaganda or ‘“‘message’’ film intended for theatrical 
exhibition. In the past, every effort of this nature has ended in 
dismal failure. 

And here is a statement of substance in much plainer language than 
I used by one of the leading critics in one of the Hollywood papers. 

Mr. De Mille could also inform our Government officials of the fact 
that for more than 50 years the professional movie industry has been 





selling the lights and shadows and joys and sorrows of our American 
life successfully and more extensively than the movies of any other 
country on earth. 7 hey have succeeded for the simple reason that 
all the peoples of the world, near and far, civilized and uncivilized, 
enjoy and accept American entertainment because it is propaganda- 
free. In areport of Mr. Hickenlooper 

Mr. Preston. Mr. Chairman, I am going to insist that the witness 
stick to the text of his statement, because I am afraid his statement 
is going to run to great length. 

Mr. Castuix. All right. I have only one page left 

Regular legitimate activities of the American film producers cost the 
taxpavers not one red cent They represent a product of our country 


hat is sought and expected by tens of millions of foreigners in friendly 


lands and, when poss ble, bv the people of the captive lands ruled by 


dictators who would destroy our way of life 

lf any foreign government—friend or foe—dared to attempt to 
saturate our theaters, auditoriums, schools, and cornfields with their 
conception of how Americans should live and love, we Americans 
would object vigorously. Since this is so, how can we, as Americans, 
expect or believe that any foreign peoples, including the countless 
millions of uncivilized ones, will, or should, accept these “slanted” 
propaganda visual offerings in movie form for free, or worse vet, as a 
prearranged part of their paid movie entertainment. The fact that 
these films are propaganda completely nullifies their value and effec- 
tiveness. 

The American taxpayers now must pay the entire cost for this 
useless, hopeless, and often harmful effort to win friends for our country 
and its unselfish ideals. We are justified in asking that the Congress 
take prompt steps to get the United States Government out of the 
movie-production and exhibition business, and in doing so close out 
completely all of the personnel involved both at home and abroad. 
This vitally necessary action will save tens of millions of dollars, and 
these dollars can be used to help bring the budget into balance. 

And so, with all the vigor and sincerity at my command, I want to 
make three constructive suggestions, if | may. First, the Voice of 
America should be stopped. The only American Government propa- 
eanda required is a straight American news report—15 minutes twice 
daily and beamed only to the behind the Iron Curtain countries 
This newscast should be written and presented by general reporters 
not handpicked, ‘“news-icnorant do-gooders,”’ and Federal payroll 
hitchhikers. 

Second, our State Department should establish a small news bureau 


in Washington. ‘This should be directed by 2 or 2 former city « 
of American metropolitan newspapers. Additionally, every United 
States Embassy and Ministry throughout the world should | 
responsible trained newspaperman as press officer. 

These press officers should confine their activities solely to accurate 
and correct radio and press interpretation of the policies and diplo- 
matic objectives of our Government. This is news. Eventually, 
foreign friends and foes alike will learn to respect the fact that we no 
longer resort to the dissemination of “trick”? propaganda and needless 
giveaways —a combination that, since the end of World War II, has 
failed for Americans, 


} 
aitors 


wave a 
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Finally, the costly production and distribution of do-good American 
propaganda films for overseas use should be eliminated from the 
budget at once. They are thoroughly unjustified on the basis of 
results achieved to date—as they were bound to be from the begin 
ning—and anv further waste of money in their behalf is sheer folly 

Thank you. 

Mr. CLevencer. Are there any questions? 

Mr. Rooney. | am looking at the same newspaper clipping | 
referred to a while ago, and I read the following: 

John Foster Dulles, and Mut 
foreign countries, on th 


the United States wi 


id vou say that? 
Castie. Is that written by Mr. Fulton Lewis? 
r. Rooney. Yes. 
Castrie. That is Mr. Lewis’ statement. I did not say it 


Ly that way | have no copy ol how | said it before me, but that 


my language. 
Mr. Rooney. Did you in substance say that? 
Castrie. In substance, | perhaps did say it; yes. That is my 
opinion 
Mi ROONEY 


on their recent factfinding tour that they were informing and advising 


Did vou when Mr. Dulles and Mr. Stassen went 


Say I 
foreign countries they visited that if they would create the crisis, we 


») 


would furnish the eash 
Mr. Castut I did not sa it in that way 


Rooney. How did you put it? 
0; ST As you know, it has peen reported over a period of 


shows up in the appropriations that the expendi- 
aid I am not talking about any n ilitary aid to 
ne down. I made the statement that if those are 
app ired to me it is my opinion, and | am entitled 
that now that economic aid to Europe was being 
d to me that Mr. Dulles, accompanied by Mr. 
an airplane ride to a lot of far eastern countries 
‘ountries in order to find new ways to keep the thing going 

I do not believe in that from an economic standpoint. 

Mr. Rooney. That is all, Mr. Chairman 
Mr. CLEv} er. That will conclude the testimony, 
] 


Mr. Castle. Thank you very much 
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Mexican Farm Lanor PROGRAM 


Mr. Jensen. I am designated today to act as chairman of this sub- 
ommittee in the absence of our friend, Congressman Busbey Con- 
rressman Ostertae of New York has been temporarily assiened to fill 
the vacancy on this sid Mr. Fogarty, the ranking minority mem- 
ber, is ill at the present time, we are sorry to report. Mr. Kirwan of 
Ohio has been temporarily assigned to fill the vacancy on that side 

Mr. Goodwin, vou have a supplemental request for $900,000 to 
over the operation of the Mexican farm labor program for the last 
f, months of fiscal vear 1954 This request is set forth in the letter of 
the Director of the Bureau of the Budget to the President dated June 

, 1953 Editor’s note: The supplemental requ ‘erred 
‘contained in H. Doc. 198, dated June 25, 1953 We 
opy of that letter in the record at this point. 

The letter is as follows: 

EstTimaTE No. 32, 83p ConGerREss, Is1 
| FICE ¢ 
Br 


at 
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he PRESIDENT, 
The White House. 
| have the honor to su . 
mental appropriation for ti I i ear n t am nt of $900.000 
» Department of Lab 
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fiscal vear 1954, for “‘Salaries and exper Mexica 
$900,000 
horizes the Mexican fan 
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Jos. M. Donat 
Director of the Bureau of the Budge 


GENERAL STATEMENT 


Mr. Jensen. Mr. Goodwin, do you have a statement to make re- 
carding this request? 

Mr. Goopwin. Yes, Mr. Chairman, I have a brief statement | 
would like to make 


We are today requesting $900,000 for “Salaries and expenses, for 


the Mexican farm labor program for the last half of fiscal year 1954,’ 


which would bring the total of our req lest to $2,500,000. This is 
$45,500 less than was obligated in 1953 when about 196,000 Mexican 
nationals were contracted for agricultural jobs, even though in 1954 
it is anticipated that from 200,000 to 225,000 will be needed on the 
basis of the current labor market situation and outlook. This is a 
downward revision from our original estimates because of drought 
occurring since we made our original estimates. 

When we appeared before this committee in early March, obliga- 
tions for the full fiscal year 1954 had been estimated at $2,600,000. 
You will recall that at that time the House had not approved the 
extension of Public Law 78 which is the basic legislation for this pro- 
gram and the possibility existed that the program might terminate 
on December 31, 1953. It is now probable that the Congress will 
extend Public Law 78 for from 1 to 3 years. With such an extension 
in view, a careful review of the resources needed to run the program 
was in order. In considering the manner in which to present the 
clearest picture of this request to the committee, it was apparent that 
any discussion of the $900,000 supplemental request without refer- 
ence to the previous request for $1,600,000 would be inadequate. It 
was therefore necessary to discuss this request on a fiscal year basis. 

We have given careful consideration to the report which this com- 
mittee made on our request for the first 6 months of the fiscal year 
and to the subsequent action of the House. It is still our best judg- 
ment that to carry out the provisions of Public Law 78 effectively 
will require 271 positions and an additional $900,000 which with the 
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$1,600,000 previously requested will be a total of $2,500,000 for fiscal 
year 1954, a reduction of $100,000 from our earlier estimates. 


DETERMINING FOREIGN LABOR REQUIREMENTS 


The first activity is designated ‘‘Determining foreign labor require- 
ments” for which 19 positions are required. For the full year $127,700 
will be required. This is two positions and $20,100 less than were 
used in 1953. The employees in this activity fulfill a responsibility 
under section 503 of Public Law 78 to assure that sufficient domestic 
workers who are able, willing, and qualified are not available at the 
time and place needed to perform the work for which such workers 
are to be employed and that reasonable efforts have been made to 
attract domestic workers for such employment at wages and standard 
hours of work comparable to those offered to foreign workers. Of 
these 19 employees 15 are in regional offices and, in addition to per- 
forming the above function, are charged with the responsibility of 
supervising the operation of the foreign labor program within the 
regions; supervising the compliance program and training the com- 
pliance representatives, advising State employment services, meeting 
with employer groups on problems with reference to employment of 
Mexicans, maintaining contact with Mexican consular officials, work- 
ing in the field with compliance men on involved disputes and con- 
ducting special field investigation. 


SUPPLYING FOREIGN LABOR REQUIREMENTS 


Activity 2 is titled “Supplying foreign labor requirements.’’ For 
1954 we are requesting 82 full-time positions, and an ave rage of 176.8 
man-years of temporary employment at an annual cost of $1,413,100. 
These employees are primarily in the migratory stations in Mexico 
and the reception centers along the border and include very small 
supervisory and administrative staffs in Mexico City and in the head- 
quarters office. They are engaged in the recruiting and contracting 
of the Mexico workers. This also involves the provision of trans- 
portation from the migratory stations in Mexico to the reception 
center along the border, supervising and escorting the workers to 
their destination for distances of over 1,000 miles, contracting and 
supervising the feeding of about 2 million meals per year and housing 
over 200,000 workers for various periods of time. In addition medical 
examinations are given under the supervision of Public Health Service 
and workers are provided emergency medical care when necessary. 


DETERMINING COMPLIANCE WITH CONTRACT PROVISIONS 


Activity 3 is called ‘Determining compliance with contract pro- 
visions.”’ For this activity we are requesting 81 positions at an 
annual cost of $481,900. This is a reduction of seven positions from 
1953. Section 501 of Public Law 78 authorizes the Secretary of 
Labor to guarantee the performance by employers of worker contracts 
relating to the payment of wages and to the furnishing of transporta- 
tion. The International Agreement between the United States and 
Mexico specifies the conditions under which Mexican nationals will 
be employed. The primary duty of the compliance staff is to instruct 





S60 


the workers and the employer in their responsibilities under the inter 

national agreement and pee worker contract to minimize the causes fo: 
dispute. This educational phase of the compliance program effec 

tively reduces the ca nal -qounplainte that require investigation and 
settlement. The compliance representatives also extend the contracts 

of workers and recontract mut already employed in the United 
States and who have completed their work for the initial employer to 
another employer. In 1953, 22,500 workers were recontracted and 
in 1954 it is anticipated that 30,000 workers will be recontracted 
Upon completion of the worker’s contract the compliance representa 
tive terminates the contract. Under this procedure claims are settled 
prior to the worker’s return to Mexico. In previous years consider 
able difficulty was encountered as a result of workers filing claims 
after their return to Mexico. With the employer and the workei 
ene claims remained unsettled for long periods of time. This 
often resulted in the employer paying the claims of the worke: 
whet ho or not he was liable, in order to be eligible to contract addi- 
tional workers. During the past fiscal year there have been fewer 
difficulties over contract questions than in any year since 1948 
Last year was the first time in the history of the program when there 
was sufficient staff in the field to handle these problems. Employers 
and other parties of interest in the contract are in agreement that the 
past year has been the most satisfactory year of operation. The staff 
requested will provide 1 compliance representative for each 500 
employers of Mexican agricultural workers. Any decrease in the 
number of compliance representatives would seriously affect ow 
ability to fulfill our responsibility in this activity. 


ESTABLISHING PREVAILING WAGE RATES 


For the activity ‘Establishing prevailing wage rates’? we are re- 
questing 34 positions at an annual cost of $194,400. This is a reduc- 
tion of 26 positions and $108,400 from 1953 experience. The title 
“Establishing prevailing wage rates’? does not properly describe the 
functions which are included in this activity. In addition to the pre- 
vailing wages other functions performed under this heading are col- 
lecting data on farm-labor supply and demand, preparing estimates 
of foreign farm-labor needs and collecting and tabulating operating 
data on farm-labor recruitment and placement. For the actual pre- 
vailing wage function itself, we are requesting 10 positions at a cost of 
$59,800. Public Law 78 and the international agreement require that 
Mexican workers be paid the prevailing wages in the area for compa- 
rable farmwork. The principal reason behind this requirement is to 
protect the wages of the American workers. We have reduced our 
requirements from 20 to 10 positions as a result of decentralizing our 
wage-finding program. Our decentralized program provides for the 
wage findings to be made by the State or regional offices and only as a 
result of disputes will wage determinations be made at the head- 
quarters’ level 

LEGAL SERVICES 


For activity 5, “Legal services,’ 9 positions and $49,900 will 
required for a full vear. — will provide for 1 attorney and 1 
clerical employee in the regional offices at Dallas, Denver, and San 


Francisco and for 2 attorneys al 1 clerical employee in the head- 
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quarters office in Ws: ashington The hes of the Solicitor has pal 
ticipated in the negotiation of the Mexican labor agreements, negotia 
tion and drafting y ot joint inte rpreté ,L1ONns, in protecting the interest 
; : ; 
| 


the Governme} to assure that it incurs no mancial lial 


yuarantor to ad Mexican workers for the perf 


Dy employ rs. It is necessary in day-to-day co 


to render interpretations of the international ager 
the work contract, Public Law 78, and related Federal and S 

There is a substantial financial responsibilitv under the agre 
with Mexico and the guaranty of the United States Government 
The responsibility which involves substa tia amounts of mon 
usually turns on the legal interpretations of the work contracts 
Adequate legal service is requested to protect the United States 
Government’s financial interest. 


DIRECTION AND MANAGEMENT 


For the activity executive direction and management we are re- 
questing 46 pos sitions at 
tion of 7 positions and $34,200 from 1953 experience. In the field 
of executive Sirectinn, however, the first 2 years of operation of the 
foreign-labor program have demonstrated that there is a dispro 
portionate supervisory responsibility as compared to the domesti 
program. In this activity there are 13 positions in the Records 
Section. Their work is related directly to the activities of the migra 
tion and reception centers. ‘They maintain the records of all worke rs 


$233 000 Chis is a redue 


an annual cost of 


l 


brought into the country, those contracted and terminated and all 
contracting payments by employers. There is at present a backlog 
of work and with the larger volume of workers to be contracted in 
1954 it may become necessary to increase the number of positions in 
this section. Also included are 22 employees who perform the pay- 
rolling, vouchering, accounting, budgeting, personnel, and other 
common services functions. These have been requested in accord- 
ance with the standards of the Bureau of the Budget. The remaining 
11 employees furnished the leadership and technical direction for the 
foreign-labor program. ‘There are more congressional inquiries and 
inquiries from other sources in 1 month of this program than for all 
of the rest of the farm-labor program in the course of the year. 

| have described briefly our responsibility to provide American agri 
culture with a supplemental work force and at the same time protect 
the interests and welfare of our citizens employed in agriculture, 
the activities necessary to carry out those responsibilities and the 
resources which we believe will be required. This concludes my 
statement, Mr. Chairman. If there are any questions, | will be glad 
to answer them. 

ORIGINAL 1954 REQUEST 


Mr. Jensen. What was your original request for 1954? 

Mr. Goopwin. That was on a 6-month basis, sir. 

Mr. Jensen. You did not make a request for the full year in your 
original budget request? 

Mr. Goopwin. No, because the law expires on December 31; the 
renewal of that law was pending and the Bureau of the Budget would 
entertain a request only for the 6-month period. 
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Mr. Jensen. How much was appropriated for the program for the 
1953 fiseal year? 
Mr. Love. $2,800,000. 


STEPS IN OPERATION OF PROGRAM 


Mr. Jensen. Now then, let us get a good, plain picture of how this 
program operates. Say, for instance, a vegetable grower in the State 
of California needs labor. To whom does he make application for 
this Mexican labor? 

Mr. Goopwin. To the local State employment office. 

Mr. Jensen. Then the local employment office makes his wants 
known to whom? 

Mr. Goopwin. The local employment office first determines whether 
there is any domestic labor available, local labor. 

Mr. Jensen. That is done by the local State employment office? 

Mr. Goopwin. Yes, sir; that ts right. 

Mr. JENSEN. So there is no expense to your agency up to that time, 
is there? 

Mr. Goopwin. No, sir; there is not. 

Mr. Jensen. What is the next step? 

Mr. Goopwin. If there is not local labor available, that order is 
then sent to our regional office. 

Mr. JENSEN. Where? 

Mr. Goopwin. In California cases it would be San Francisco. 

Mr. Jensen. To San Francisco to your regional office? 

Mr. Goopwin. Our San Francisco office has several other States in 
it other than California. 

Mr. Jensen. How many people are employed in your regional 
office at San Francisco at the present time? 

Mr. Goopwin. There are about 9 professional people, total, and I 
think about 4 or 5 clerical. 

Mr. Keenan. There are 8 and 5, sir. 

Mr. Goopwin. That regional office has responsibility in addition to 
the farm program; they have responsibility for the regular employment 
service program and unemployment insurance. 

Mr. Jensen. Then what is the next step? 

Mr. Goopwin. They take a look at the information they have so as 
to see whether there is a possibility in recruiting domestic workers 
any place else in the region, in the other States in the region. Back 
of that, of course, is the spirit of Public Law 78 that every effort should 
be made to use domestic workers first and only as a last resort should 
farm workers be brought in. 

Mr. Jensen. What is the next step? 

Mr. Goopwin. If the determination is that workers are not avail- 
able in the region, the order is then forwarded to the Washington 
office. If we know of labor that is available any place in the United 
States, we first make a determination as to whether that labor is 
available or not. If we find there is not any workers that would take 
the jobs that are available, then we certify that order for them to be 
filled by our people on the border in these centers. 
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EMPLOYMENT IN WASHINGTON 

NSEN. How many people are employed in the 
his time? 

\ODWIN. You are talking about the 
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* JenSEN. Yes; for this particular function, the funet of 
ingine Mexican farm labor into the United States, and chargeabl 
this appropriation. That is what we are considering here today. 
Mr. Goopwin. That is right. 

Mr. Lovr. About 67 

Mr. Jenspn. Sixty-seven 
positions than that, is it not? 
that in the 1954 budget? 

Mr. Goopwtn. Yes; most of the emplovees are, that 


t 


Well, your request is for many more 


Are you not asking for more than 


or are either in the regional offices or in these centers within Mexico 
vhere the workers are recruited. 


Ir. Jensen. I am trying to find out how many people you have 
rht here in your Washington office who work on this program 


} ¢ > 
1OW Many vou have now and now many you are requesting iol fiscal 
954. 


Mr. Lovu. Seventy-three is the request for 1954. 
Mr. Goopwin. In Washington it was 67, is that 
Mr. Love. I am sfill check 


») 


right 


Mr. Jensen. Your creen sheets show that you asked the Bureau 
of the Budget to allow funds for 121 people in your Washington office. 
Mr. Love. We requested the Bureau of the Budget for $2.742.000 
Mr. (JOODWIN. That was cul back by the Bureau of the I 
Mr. Jensen. So you are asking for more people | 
office for fiscal 1954 than you have now, is that right? Y 

Mr. Love. Yes, sir. 

Mr. JENSEN. Seventy-three; all right. What is the next ste 
of your Washington office? 


nm your 


RECRUITMENT AND RECEPTION CENTERS 


Mr. Goopwin. After the order 1s approved here, it is sent to one of 
the centers along the border where the Mexicans are brought in for 
purposes of contract. 

Mr. Jensen. For instance, at Nogales? 

Mr. Goopwin. And at El Centro we have one. 

Larin, have you zot all of the centers listed there? 
Larin. E] Centro, Nogales, El Paso, Eagle Pass, and Harlingen 
*. JENSEN. Now then, who recruits these people in old Mexico? 
* Goopwin. The recruitment is done by our staff. 
are told to come into the center by the Mexican officials. 

Mr. Jensen. The Mexican Government. 

Mr. Goopwin. Yes, sir. We maintain these centers in old Mexico. 
They are interviewed, these workers are interviewed at the centers by 
our personnel who determine whether they are actually farmworkers 
or not. 


The people 


Mr. Jensen. You send employees to these recruiting centers? 
Mr. Goopwin. In old Mexico; yes, sir. 
Mr. JENSEN. People from your Department. 


$35121—-53—>pt. 1 
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Mr. Goopwin. That is where the initial selection is made. Arrange- 
ments are made at that time for transfer to the United States. 

Mr. Jensen. Then what happens? 

Mr. Goopwin. They come up to these centers at the border that 
Mr. Larin read off to you a minute ago. At that point 

Mr. Jensen. They come up to the port of entry? 

Mr. Goopwin. Yes, sir; that is right. At that point the actual 
contracts are drawn up and executed with the employer. 

Mr. Jensen. Between these workers and the Government of thi 
United States and the employer? 

Mr. Larix. Between the employer and the worker. 

Mr. Jensen. Just between the employer and the worker? 

Mr. Larix. That is right, sir, under the supervision of the two 
Governments, the Mexican and the American Governments. 


RESPONSIBILITY OF UNITED STATES GOVERNMENT TO MEXICAN WORKE! 


Mr. Jensen. Now then, in as few words as you can explain it, tell 
us what the responsibility is of the United States Government so fai 
as these workers are concerned. 

Mr. Larin. The responsibility of the United States Government is 
to carry out the terms of the contract which includes such things as 
housing, the three-quarter guaranty, the payment of prevailing wage 
to see that they have insurance, that transportation conditions are 
met. 

Mr. Jensen. Life insurance? 

Mr. Larix. Occupational insurance, and there is a provision in 
the agreement for nonoccupational insurance if the employer chooses 
to take it out. 

Mr. Jensen. That is because a worker may become ill and not be 
able to work, or for some reason loses his employment? 

Mr. Larin. No. It is strictly off-the-job insurance for any acci- 
dent that might happen to him or illness not connected with his job 
He is covered under an insurance policy on the job similar to work- 
men’s compensation coverage but off the job it is optional as to 
whether or not the employer wants to take out insurance to cover 
him off the job. Often the employer does for the reason that if the 
worker were injured off the job, usually they do not have sufficient 
funds. ‘The employer is stuck for it anyhow, so he prefers to take out 
off-the-job insurance so that the worker is paying the cost of that 
insurance as provided under the agreement. 

Mr. Jensen. Who picks these people up at the port of entry? 

Mr. Larry. The port of entry in the case of a Mexican worker 
actually is the reception center. They are not admitted officially 
into the United States until they are contracted. They get their 
clearance to enter the United States at the port of entry. They 
are given a tentative clearance but they may be rejected at the center 
for security reasons. 

Mr. Jensen. At what center, the reception center? 

Mr. Lari. At the reception center. 

Mr. Jensen. The reception center is within the boundaries of the 
United States? 

Mr. Larin. That is correct, sir. 

Mr. Jensen. Close to the port of entry. 
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Mr. Larin. That is right, sir. 

Mr. Jensen. Then who picks them up at this reception center? 

Mr. Larix. The employer picks them up. Once the contract is 
signed, they become the responsibility of the employer under the terms 
of the contract agreement, 

Mr. Jensen. He picks them up by bus or train or plane? 

Mr. Lari. By train, by bus, or by plane, and by truck. There 
are certain prescribed minimum standards if they are hauled by truck, 
such as fixed seats, and so forth. 

Mr. Jensen. He takes them to a farm where they are to be em- 
ployed? 


Mr. Larin. Yes, su 
PROCEDURE AFTER EXPIRATION OF WORK CONTRACT 


Mr. Jensen. Now, what happens after the work is done and this 
Mexican desires to go back home or his contract has expired with 
the farmer? 

Mr. Larin. The first thing that happens is that we have a com- 
pliance man go out there, if possible, to see that the worker has no 
claims, that the employer has no claims against the worker for blankets 
or such thing; if the worker has been paid the amount he claims he is 
due. If, after that is done, he is terminated, usually with the Mexican 
consul present, he goes back to the center where he may be recon- 
tracted or shipped back to Mexico or he may be recontracted from 
one employer at the farm, to another employer who needs the workers 
The new employer then becomes responsible as the original employer 
was. 

Mr. Jensen. He simply takes over? 

Mr. Larin. And must return the laborer to the reception center 
and also pay for his transportation back to a point in Mexico. 

Mr. Jensen. The employer must return the laborer to the reception 
center and also pay for his return back to his home or the place where 
he was recruited, is that right? 

Mr. Larin. No; there are three points to which they return workers. 
Those three places are Chihuahua, Hermosillo, and Monterrey. So 
he must pay his way that far even though we recruit them at Durango, 
1,000 miles south of El Paso. Under the agreement we only return 
them to the three places in Mexico. 

Mr. JenNsEN. He is returned possibly a thousand miles from home. 
Then what happens to him? He has to find his own way back home? 

Mr. Lartn. He has to pay his own way back from that point. 

Mr. Goopwin. On the way back, they have money; coming up, they 
do not. 

Mr. Jensen. Well now, gentlemen, my reason for asking you all 
those questions and taking this thing up step by step was to get a 
clearer picture for this committee of just how much has to be done 
under present rules and regulations to get a farm worker into the 
United States from Mexico under this program; and certainly it takes 
a lot of time and effort and there is a pile of redtape. It is quite 
possible that you need most of these employees because of all this red- 
tape you have to go through. Can you not figure out some method 
by which this redtape can be cut and this expenditure be reduced 
proportionately and still have just as good a program? 
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Mr. Goopwin. Most of the provisions of the agreement, the things 
I think that lead to redtape, are there at the insistence of the Mexican 
Government. This is a program that comes within the international 
agreement or rather is controlled through international agreement 
which is negotiated by or with the Mexican Government and the points 
in the international agreement which have led to the redtape, which 
have made the program more expensive, have been things that the 
Mexican Government has insisted upon for its nationals before they 
would let them leave the country for this type of work. 


POSSIBLE INCREASE IN INDIAN EMPLOYMENT 


Mr. Jensen. If the Mexican Government wants these people, 
their own nationals, to come here to the United States and receive this 
employment, then certainly they should not be demanding a lot of 
things that they are demanding today. If they do not want their 


laborers to come in, possibly, we can find some other method to get 
this work done I know that Mexican labor is needed but I also know 
that we have thousands and thousands of Indians in this countrv 


that are unemployed and that make good farmhands. If we were to 
put a little more emphasis on employing them on these farms where 
Mexicans are employed today, it would cost us possibly a tenth the 


amount for administration that we are spending on this program. It 
happens that I have been a member of the Interior Appropriation 
Committee, as has Mr. Kirwan, for 11 years. It is always a problem 
to find work for Indians, who are our people, Americans. It has always 
been rather difficult for me to understand why we go to all this trouble 
to get so many \lexicans to come in and do this work when we have 
got our own Indians in this country and possibly a lot of other people 
that would like to have the job if we would make an effort, a concerted 
effort, and a sincere effort to place them in these jobs. 

What are you doing, Mr. Goodwin, you and your agency, if any- 
thing, to expedite this work and to cut this redtape? 

Mr. Goopwin. I wonder if I could say just a word on the Indian 
question that you mentioned before, then I would like very much to 
talk to this other point. In the last several years we have had a 
special program and have put on a special drive in the employment of 
the Indian population. As you know, [ am sure, from your experience 
on that committee, you run into special problems of isolation of the 
Indians and difficulty in getting them to move from the reservation 
and a lot of problems of that kind. I think, though, that we can say 
that in the last few years we have made the work opportunities avail- 
able to those Indians to take employment off the reservation. The 
figures on the placement of Indians has increased greatly in the last 
few years as a result of these efforts which, incidentally, were worked 
out cooperatively with the State employment service in the various 
States. So that I merely wanted you to know that we have worked 
on that problem. We have worked cooperatively with the Interior 
Department and with the State employment services, and we have 
gotten results and in my opinion there is no big potential left there 
as far as agricultural employment of the Indians is concerned. I 
could be wrong on it, Mr. Chairman, but if there is, we have not been 
aware of it. 
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Mr. JensEN. Now, can you tell this committee, why it would not 
be possible for a farmer who needs this help to write to your Wash- 
ington office and tell them the number of people he wants? He 
knows what the requirements are going to be He is well aware of 
that. Why do we have to go through all of this other redtape be- 
tween the farmer and the Washington office? You can get all the 
information that is necessary; you have the information in you! 
head office as to the availability of employees in those particular 
sections, do you not? If you do not, what are all these 67 people 








doing? 

Mr. Goopwin. We have the reports on supply and demand, that 
is true. But you never can tell whether a fellow will take a given 
job until you offer it to him, until he says yes or no. That is what 
is involved in this process. In other words, is a checking at the 
point where the workers are going to be a to make sure that 
there is not someone there that would take the jobs. 

Mr. Jensen. You know how they used to do it vears ago. A 
farmer who needed workers would simply go to Mexico or have an 
agent down in Mexico recruit the workers he wanted. He would 
then get passports for them to come through and he would sign up 
and would be responsible for them and he would go down there and 
pick them up. When they finished the work he had for them, he 
would take them back home. It was just that simple. I never 
heard of anybody having any trouble. 

Mr. Goopwin. That is about true; but here is the grower, after 
using that system, Mr. Chairman-——they got fed up on it and asked for 
the other kind of a system and the reason for it was that they wer 
running into so much trouble in Mexico in having to pay over “mor- 
dita”? to people in Mexico. It got to be a pretty bad racket a few 
years ago and it ran into serious amounts of money so they asked for a 
Government agreement. ‘That was about 3 vears ago. 

Mr. Jensen. Certainly, Mr. Goodwin, you do not need to go 
through all this rigmarole, this redtape, in order to get Mexican 
labor up to the farms in the United States where it is needed. | 
recognize the need for the labor but certainly we cannot justify the 
spending of all this money and going through all that redtape to get 
this job done. ( ‘ertainly it has to be corrected. A lot of that redtape 
certainly could be eliminated. 

Mr. Goopwin. Mr. Chairman, | would like to talk to this other 
point. I would like to talk to it off the record if you will permit and 
then if you want it on the record, I will put it on. 

Mr. Jensen. All right. 

Mr. Goopwin. I would like to tell you what some of our problems 
are in dealing with the Mexican Government on this program. 

Mr. Jensen. Go ahead. 
(Discussion off the record.) 








Mr. Bunge. Mr. Goodwin, I note that in your justification you 
show your actual obligations for the last 3 months, namely, the months 
of February, March, and April. Can you give me your obligations 
for January and for May of this year? 
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Mr. Love. I have that figure here. About $2,545,000—about 
$2,450,000 were the obligations through yesterday. 

Mr. Goopwin. Did you want it broken down by months, Con- 
gressman? 

Mr. BupaGe. Yes 

Mr. Goopwin. Do you have it ve you by months? 

Mr. Love. I do not think so. I do have those obligations. You 
want it for May and January. 

Mr. Bunce. Starting with January and 

Mr. Love. I have March, April, and May. I have those with me. 

Mr. Bupce. What happened to January? 

Mr. Love. I do not have that with me. 

Mr. Bunce. Why did you start with February instead of January? 

Mr. Love. The Bureau of the Budget requirements are that you 
furnish the last 3 months. 

Mr. Bupce. You are asking us here to appropriate for January, 
February, March, April, and May and June of next year. 

Mr. Love. Yes, sir. 

Mr. Bupce. I note in your table on page 299 of the hearings 
that there were 58,000 Mexican laborers who came in in the first 6 
months out of a total of 197,000 for the calendar year. In other 
words, between 25 and 30 percent is all that are brought in in the 
first 6 months. Your expenditures for the first 6 months should be 
substantially less than for the second 6 months. 

Mr. Lartn. Those people, many of them, are in here that full 
period of time. 

Mr. Bunce. | appreciate that, but you do not have to have as many 
people to handle 58,000 as you do to handle almost 200,000. 

Mr. Larin. That is right. 

Mr. Buper. What I want now is your obligations for January, 
February, March, April, May of this year and June of last vear. 

Mr. Goopwin. We can furnish that, but let me just say this in 
relation to that, the way this budget is broken out, it is 70 percent 
for the first 6 months of the fiscal year. 

Mr. Bupes. That is right, which is July through December. 

Mr. Goopwin. To December 31. 

Mr. Bunge. Repeat that figure, please. 

Mr. Goopwin. Seventy percent of the total amount is allocated to 
the first 6 months of the fiscal year. July 1 to December 31. 

Mr. BupGr. That is just what I am getting at. Fifty-eight thou- 
sand Mexican workers were brought in during the last 6 months of 
the fiscal year as compared with about 200,000 during the year. 

Mr. Goopwrin. And 30 percent for the last 6 months of the fiscal 
year. That allocation was made by the Bureau of the Budget pretty 
much on an arbitrary basis, as I understand it, on workload. “Ac tually, 
it does not conform exactly to the distribution of costs. The distribu- 
tion of costs would run much closer to a 60—40 ratio for the reason that 
you have got a nucleus organization that has to be maintained through- 
out the year, throughout the period. You do not eliminate all of them 
in the slack period. 

Mr. BupeGe. Are you asking here, then, for one-third as much money 
for the second half of the fiscal year as you ask for the first half? 
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Mr. Goopwin. No; it does not come to that. You mean the 
$900,000? 

Mr. Buper. Yes. 

Mr. Goopwin. Well, no, the $900,000 is not a third; is it? 

Mr. Love. On the basis of the present statement, the Bureau of the 
Budget estimated $900,000, plus $100,000 available from the previous 
request for liquidation, that would be $1 million against $1% million; 
t would be two-thirds or 60-40 

Mr. Dopson. The President’s letter setting this up indicates $1 
million for the last 6 months of the fiscal year 

Mr. Bupag. I believe that is what you estimated when you appeared 
before the committee in March. 

Mr. Goopwin. That was reduced by $100,000 because the liqui- 
amount would not be needed. 
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Mr. Buper. How much did this program cost for fiscal 19537 

Mr. Love. We estimate it will cost $2,545,500. 

Mr. Buper. How much was it in fiscal 1952? 

Mr. Love. Just under $2 million, but we were not in operation for 
the full year. The program started in the fall of 1951. 
















OBLIGATIONS 







Mr. Bupas. I would appreciate it, Mr. Chairman, if we could have 
figures submitted for the record to show the actual obligations for the 
first 11 months of this year and June of last year plus the estimate 
for the month of June 1953. 

Mr. Goovwin. All right, sir; we will be glad to furnish that 

(The requested information follows: 
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BuREAU OF EMPLOYMENT SECURITY 





Mexican Farm LaBpor PROGRAM 





SALARIES AND EXPENSES, 





Obligations by month June 1952 and fiscal year 1953 










Month and year 
1952—June 









July 








August 161 
September 250, 153 
October 291, 233 
November 206, 805 
December 172, 858 
1953—January 273, 016 
February . 174, 269 





March 53, 540 
April 
May 


June (estimated) 





181, 609 
061 






i) 





Estimated obligations, fiscal year 1953 aa ... 2, 545, 500 





‘Includes terminal leave payments for separated employees and provides for increased activity 












870 





FUNDS REQUESTED COMPARED TO 





WORKLOAD 





Mr. Osrertaa. I feel that Mr. Budge has perhaps put his fing: 
on something that would give us a a picture of your overal| 
operation. For example, you are asking for an additional $900,00( 


for the balance of the year, making a total of $2.500.000. Is that 





GoopwI> 2 es, SIr. 

\ir. OsrertaGc. And there is a balance of $100,000? 

Goopw1 :. That is right. 

ir. OsrertaG. In what period of time did you say that 70 percen 
ot your wor load falls? 


\ir. Goopwin. The first 6 months of the fiscal vear. Julv 1 t 


December 31. That is the largest number brought in during that 
oe 

pr Pivvti, 
oe | 


Ir. Osrertrac. And vou are asking $900,000, or $1 million includin 
the $100,000 you mel tioned, for a 30-percent load? 

Mr. Goopwin. That is right But as I said, that that distributior 

was made on an arbitrary basis and it Is not an accurate distribution 


made upon the cost 

Mr. Love. I think, Mr. Goodwin, you might point out that ther 
are other cost Sdetone than the actual contracting. The workers have 
to be returned A lot of that goes on in. the second 6 months, too 


Mr. Osrertac. | think everyone will concede there are other 
factors but in round figures, so far as your overall costs are concerned, 
it seems that $1 million as an estimated cost for a 30-percent load is 


not in keeping with your overall program for the year. Are your 
saaabaele es employed year-around regardless of your workload? 

Mr. Goopwrn. Just a nucleus staff. But a large percentage a the 
staff is temporary employees. As a matter of fact, we use in Old 


Mexico, we use some of the natives down there for some of the Wark 
save and hire them on a day-by-bay basis. 

\ir. Love. I would like to point out, Mr. Congressman, that the 
temporary employment which is the employment which fluctuates 
with the workload amounts to about $455,000 out of the whole year’s 
total. That is primarily expended in the first 6 months so that that 
is all the effect of the direct load on personal services. In other 
words, the rest of our people are year-round people. 

Mr. Ostertac. Let us down to your own estimates. When you 
appeared before the committee in March, you asked for, as I under- 
stand it here, $1,740,000 for a 6-month period of July through De- 
cember. 

Mr. Goopwin. That is right. 

Mr. OsrertaGc. And there has been $1,600,000 appropriated? 

Mr. Goopwin. No, there has been none appropriated yet. The 
House recommended, the House passed $1,250,000 and the Senate 
has not yet acted on it. 

Mr. Osrertaa. I did not mean to imply that you had the money 
but based on your own figures, $1,640,000 was your estimate for 70 
percent of the load 

Mr. Goopwin. Well, Mr. Congressman, here is the way this thing 
was actually dot e. We did not know what was going to happen on 
the basic legislation when we made up our budget originally. That 
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drew up our appropriation request for 1954. We made that up on 
the assumption that the law would be extended so we developed oul 
request on the basis of the full vear. That is what we went over and 
talked to the Bureau of the Budget about and presented to the Bureau 
of the Budget. The Bureau of the Budget said, “But vou do not have 
law except for 6 months Therefore, we cannot approve this total 
request.’’ So they said, “We will have to cut that back.’ And tl 


fivcured on the basis of the distribution of the workload and between 


was done just about a vear ago, not quite a year ago, when we first 


the first 6 months and the second 6 months of the fiscal vear, and 
without taking any other factors into account made the distribution 
on that basis. 

Now, what I am saving is that that is not a completely accurate 
basis for distribution and the only way you can make any sense out 
of this is to look at it for the total ve 

\ir. Dopson. I[ think, Mr. Goodwin, the one point we are not get- 
ting over is that of the 70 percent that comes in during the first 6 
months, we are going to have a goodly number of them remaining for 
the second 6 months and we have got to return those; on the way back 
they stop at the reception center. 

Mr. Bupgr. You do not return anybody to Mexico in January, do 
you : ; 7 

Mir. Dopson. Every month of the year we are returning 

Mr. Bupax. Would it not be a very small number in January? 

Dopson. I do not know ‘tt many we return in January. 

Mr. GoopwIn. ~~ ary and February are the low months but there 

e still sate a few returned from the California and Arizona areas 
and some from Paras. those three States. 

Mr. Dopson. Our workload picture is strictly on the intake and 
does not reflect the outgoing. 

Mr. Osterrac. Why was it impossible for you to present a proper 
picture at the time of the hearings on the regular budget and to justify 
what is required on a yearly basis even though you were only asking 
for funds on a 6-month basis? 

Mr. Goopwin. I think we may have 

Mr. OstrrtaGc. Your $1,640,000 figure is not a true figure of what 
vou yourself said was required. 

Mr. Goopwin. It cannot be 

Mr. Ostertaa. I cannot understand why the figures were not avail- 
able or why a true picture was not given to the committee at that 
es <3 

[r. Dopson. If I might answer that, the Bureau of the Budget has 
pel icy that they do not send up estimates to Congress which there 
is not substantive legislation to cover the whole period for which the 
estimate would ride and as this substantive legislation expires next 
December 31, they restricted the estimate to the 6-month period. 

Mr. OstertaG. Mr. Chairman, the only thing I can see, until we 
vet the figures that Mr. Budge asked for which would be a monthly 
breakdown of a complete fiscal year, we W il] not have a true | icture of 
how the appropriation could and would be used. 

Mr. Goopwin. We will be glad to furnish that. 
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EMPLOYMENT IN WASHINGTON 


Mr. Jensen. Your budget under the heading, ‘‘Departmental’’ 
shows that you have 138 positions in the head office. Does depart 
mental mean your Washington office? 

Mr. Love. Yes, sir; are you reading from 1953 or 1954? 

Mr. Jensen. From 1953; and you are asking for the same number of 
positions in your head office for 1954. 

Mr. Love. That was, Mr. Chairman, the 1954 represents the esti- 
mates under the old administration. If you recall, those estimates 
were revised under the new administration. 

Mr. JENSEN. ‘To how many? 

Mr. Love. We now request, since the question was asked before | 
have had a chance to figure it out—I am sorry I was unprepared for 
your question. We have now a request for 98 positions in the head- 
quarters office 

Mr. JENSEN. Instead of 73? 

Mr. Buper. In the Washington office? 

Mr. Love. Yes, sir. 

Mr. Jensen. The 67 positions which you testified you have at the 
present time, is that the correct figure? 

Mr. Love. Mr. Chairman, I again was using a hurried figure. We 
were only notified of this hearing yesterday and we worked far into 
the night trying to prepare as best we could but we do not have those 
figures. 

Mr. JENSEN. Supply it for the record. 

Mr. Love. Yes, sir. 


(The information follows:) 


Departmental employment as of May 31, 1953 
MEDICAL INSPECTION 


Mr. JenseN. Just one more thing. You estimate the medical in- 
spections will cost $377,000. I think that is in the original estimate. 
Why should not this be charged to the revolving fund and so charged 
to the employer who is being assured a healthy employee? The re- 
vised figure is how much? 

Mr. Love. $305,000. 

Mr. Goopwiy. On the Public Health. 

Mr. Jensen. Why should the Federal Government, all the tax- 
payers of America, pay $305,000 for medical inspection service of these 
laborers when the beaefits accrue to the people that hire them? 

Mr. Goopwin. We have tried to assess all the costs that we thought 
we could under the provisions of Public Law 78, Mr. Congressman, 
and our conclusion was on this one that this was not one under the law 
we could pass on. We are permitted to charge the employer with the 
transportation costs and the feeding costs while he is at the center or 
in transit. 

Mr. Jensen. Neither does the law say that you could charge the 
medical inspection service to all the taxpayers of America, does it? 

Mr. Goopwin. I think it does authorize the total administrative 
costs. 

Mr. JeNsEN. That is not administrative, is it? I would not call 
it administrative. 
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Mr. Goopwin. We had so construed it. 
Mr. Jensen. I think you had better take another look at that one 
and see if you cannot charge that to the employer. 

Mr. Goopwin. We have Dr. Gregg here of the Public Health 
Service. Do you have anything you would want to say on that point, 
Doctor? 

Dr. Greaa. The law, of course, requires that they be admitted in 
accordance with the immigration laws which require medical examina- 
tion; so they are subject to the same requirements as any aliens 
entering the United States. 

Mr. JENSEN. Is that not a responsibility of the Immigration Service 
instead of the responsibility of this agency? 

Mr. Greaa. The Public Health Service is responsible under law 
for medical examination of aliens. 

Mr. Jensen. Why should it be charged to this program? 

Mr. Greaa. Well, sir, it is in the interest of the public health would 
be my only justification. 

Mr. Jensen. Well, I think you would take another look at that. 

Mr. Dopson. You understand we transfer that amount to the 
Public Health Service because this is a part of this whole program. 
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Mr. Jensen. Surely. 
Now then, you also have $24,400 in this request for medical treat- 
ment and burial expenses. Why should not this cost be reimbursed 
by the Mexican Government? 

Mr. Goopwin. Well, we have no way of getting them to pay it. 
I think that is the answer. 

Mr. Jensen. Are they not concerned enough about their nationals 
to see that they have proper medical treatment and burial? Cer- 
tainly they ought to be. 

Mr. Goopwin. I do not know of any instances in which this 

Mr. Jensen. These laborers come up here and get employment 
which pays much more than the Mexican wage scale, and the Mexican 
Government certainly profits to a great degree because those folks 
take their savings back to Mexico by the millions 

Mr. Goopwin. That is true. This is second only to the tourist 
trade in the amount of money it brings into Mexico. 

Mr. Jensen. I think it might be well for this committee to take 
a position that, as much as we want to be cooperative with Mexico 
in every way possible, that we do expect them to shoulder a little 
more of this responsibility. I am saying that for the record and ] 
feel the committee will support me in that statement. 

Mr. Keenan. Mr. Chairman, in Public Law 78, section 501.4, it 
says that the Secretary of Labor is authorized ‘‘to provide such workers 
with such subsistence, emergency medical care, and burial expense 
not exceeding $150 for burial expense in any I case as may become 
necessary during transportation authorized by paragraph 3 and while 
such workers are at reception centers.”’ It was because of that specific 
language. 

Mr. JensEN. While they are at reception centers. 

Mr. Keenan. During transportation authorized by paragraph 3 
and while at reception centers. And it was because it is in section 501 
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that we felt that had to be paid for out of administrative funds and 
could not be passed on and charged to the employer. 

Mr. Jensen. I think you are right since vou read that provision 
in the law, but I still cannot quite understand why it is not a proper 
obligation and responsibility of the Mexican Government or of the 
family 

Mr. Goopwin. So many of them do not have any money at all or 
so little that they cannot meet an expense of this kind. 

Mr. Jensen. Of course, I am not a hardhearted rascal by a long 
way—my record bears out the fact that I am rather liberal so far as 
helping needy people is concerned. But I just do not want to 

Mr. Goopwin. You do not want to be imposed on 

Mr. Jensen. No; and I do not want the people of this country to 
be imposed on 

Mr. Kirwan. Let me ask you a question there. How many people 
do you say we take in here a year from Mexico? 

Mr. Goopwin. Last vear just a little under 200,000—197,000, I 
believe 

Mr. Krrwan. How many do we send back to Mexico? 

Mr. Goopwin. It was approximately the same number. It about 
balanced out. 

Mr. Kirwan. Now, the reason why we are getting the Mexicans in 
here, we need them. They do not need our aid; we need theirs. 

Mr. Goopwin. That is right. 

Mr. Kirwan. It is not reciprocal at all. We need them. If we 
did not need them, it was just the same—and this is not politics—as 
in 1932. California would not let a person across her border unless 
he had $100 on his person or was a native or citizen of California. I 
told that to the Governor at a luncheon which was given in Los 
Angeles by the movie people for the Committee on the Interior. 
They would not even let an American citizen cross over the border 
f California [ said, that is the only time a bureaucrat was ever in 
this Nation—there is nothing in the Constitution of this Nation that 
says you could not cross from one border of a State to another if you 
are broke. Yet California stopped them in 1932. 

In my vouth, I worked from Portland, Oreg., down to the Mexican 
border picking fruit. I cut wheat from Dalhart, Tex., to the Dakotas 
and I tell vou that is the nearest thing to slavery. I do not think 
conditions have improved much in this Nation. So I know first- 
hand what I am talking about. They had no respect for me and I 
was an American I slept in a hayrack when I[ was cutting wheat 
no room or anything like that. There was not even a place to wash; 
and I know that the conditions have not improved much because I 
have driven over that part of the country since this labor program 
was set up between Mexico and the United States. Did you read 
that article in the Post or the News last week about them? 

Mr. Goopwin. Yes, I did. 

Mr. Kirwan. The Washington News. Wasn’t that a disgrace to 
appear in an American paper, what we do with them in putting them 
out of the country? 

Mr. Goopwin. Yes. Did you happen to see the answer that the 
Immigration Service gave? 

Mr. Kirwan. No matter what the Immigration Service gave, the 
fact is we dump them 30 miles out in no man’s land and we let them 
get home the best they can, 
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Mr. Goopwin. Could I say this about that piece that was in the 
paper, Mr. Congressman? 

Mr. Kirwan. Sure. 

Mr. Goopwin. That has reference to the wetbacks. It did not 
have reference or anything to do with this particular program 

Mr. Kirwan. No matter who they were, they were employed by us 

Mr. Goopwin. Not necessarily. They were caught illegally in 
this country. 

Mr. Krrwan. That was not what was referred to in the paper 
They were up here employed by us. 

Mr. Goopwin. No. 

Mr. Kirwan. Nothing among 

Mr. Larry. They were emploved as wetbacks, illegally. 

Mr. Kirwan. But they were in this country and employed by 
American people. 

Mr. Larin. That is right. 

Mr. Goopwin. Some of them were, yes. 

Mr. Kirwan. Some of them were. They all were. If they were 
not employed they would starve up here. An American would havi 

hard time getting by one dav if he were unemployed 

Mr. Goopwin. That group was here illegally and not here under 
Public Law 78. 

Ir. Kirwan. I am not saying that, I’m talking about the way we 
dumped them out there. 

Mr. Goopwin. If that statement were true, I certaialy would aere 
with you there was no possible justification for that kind of inhuman 
treatment, 

Mr. Kirwan. That is the point I am driving at, that we are voting 
four of five billions in foreign aid for all the rest of the world, but this 
is the only country, I think, in the world where we are getting some- 
thing for what we are giving. We are getting good returns for what 
we are giving because I again say I have driven there three times since 
this program has been in effect. We are getting Mexican labor. | 
would not want the hogs to live in places like I have seen out in the 
places where they are employing them. 

New England has had unemployment for at least the last year and 

half—some States have almost used up their une mployment insur- 
ance fund. A Member from West Virginia tried to get wheat shipped 
into West Virginia on an amendment to the bill for wheat for Paki- 
stan—there are thousands of unemployed up there. But you would 
not get one American to go out and work under the conditions thos« 
Mexicans are working under. If we are going to keep this program 
going, we ought to be a little hospitable in our makeup and try to 

Mr. Jensen. I want to say that I am not Op} sed to the program. 
My criticism as you have no doubt noticed is the redtape that is 
necessary to get t these laborers up here and the excess of personnel 
they seem to have to do the job as it should be done. 

Mr. Kirwan. I agree with you that there is redtape connected 
with this, and remember we put it there, the Congress. You and 
I will be the first to ask, if they detour around that redtape: We put 
all this in there, why did you go around us? 

Mr. Jensen. I do not believe the Congress ever intended that we 
should carry on this process of getting “Mexican laborers into this 
country and returning them, to the very very last degree that is 
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possible under the law. I cannot believe that the Congress ever in- 
tended that we should go through all that redtape. That has been 
interpreted, possibly, that we did expect that but I do not believe 
it is true. 

PREDECESSOR PROGRAMS 


Mr. Larix. Mr. Chairman, I wonder if I might point out something 
to aid in your understanding what happens on this. During the war, 
had a program with Mexico under which the Government paid 
their transportation up here and back and in which they guaranteed 
wages and a good many other things. Ever since that time when 
Mexico has looked on any additional agreements, they looked to that 
wartime program as their model and said, you did it before, you 
can do it now. 
Mr. Fernanpez. We need the labor, and we will get it. If you 
stop this program, you will still get that labor but it will cost you 
twice what this program costs in other costs that will arise from that 
sort of a situation. 
Mr. Kirwan. I agree with that, if this program is mepned it will 
cost you three times the money you are paying for it now. 
Mr. Fernanpez. We will get the labor all right. 
Mr. Kirwan. You will get the labor all right but you will get it the 
expensive way 
ESTABLISHMENT OF PROGRAM 


Mr. Fernanpez. Mr. Goodwin, how long have we had this law, 
this program in effect? 

Mr. Goopwin. This particular law 

Mr. Fernanpez. I don’t want the fortenses law. I want this 
program where we have been officially through Government sources 
dealing with Mexico and recruiting labor for ‘the United States. 

Mr. Goopwin. Since 1948. As Mr. Larin indicated, we had the 
program during the war which was also on a Government-to-Govern- 
ment contract basis and that was terminated at the end of the war 
and went through a period the chairman talked about a while ago where 
the employers went out and did their own direct employing of workers 
and bringing them in. But we have had this program since 1948. 

Mr. FERNANDEZ. Before we had the war program in this country, 
have you any idea how many Mexican laborers were being employed 
in this country? 

Mr. Goopwin. Before 1948? Those figures 

Mr. Larin. I think the peak, as I recall, during wartime period 
in Agriculture was about 65,000 for agriculture. 

Mr. Fernanpez. Before that the farmers were getting them by 
recruiting them as Mr. 9 nsen pointed out, directly; is that not true? 

Mr. Goopwin. Yes, si 


BASIC REASONS FOR CURRENT PROGRAM 


Mr. Fernanpez. I know it is true in New Mexico that farmers 
would go down to the border and get their own men and those laborers 
would travel on a little farther north, and finally up to the beet fields 
up in Colorado, before this program began to operate. 
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Now, is it not true, Mr. Goodwin, that this program is not neces- 
sarily one to recuit labor but in a sense one to regulate the recruiting 
of labor? 

Mr. Goopwin. Yes, I think that that is a fair description of it, 
Mr. Congressman; yes. 

Mr. Fernanpez. In other words, it is for the protection of American 
labor; is it not? 

Mr. Goopwin. Yes. 

Mr. Frernanpez. Because it protects American labor against the 
ruinous wages being paid to Mexicans. 

Mr. Goopwin. Yes. 

Mr. Fernanpez. It is also for the protection of the farmers them- 
selves in that when they were recruiting on their own, they had to 
pay professional recruiters and what you designated awhile ago as 
the ‘‘mordida”’, little tips and necessary charges that went on under 
the table, and as businessmen, they necessarily had to charge that to 














expenses. 

Mr. Goopwin. Yes. 

Mr. Fernanpez. When they did that, these people necessarily also 
had to pay those laborers just as little as they could and they did. 

Mr. Goopwin. Yes. One of the most vicious parts of that program 
was that the peopie that were in here illegally could be exploited to the 
full. They had no place to turn. An employer could pay them any 
wage and they had no protest. No one to whom they can go under 
those circumstances. 

Mr. Frrnanpez. They had to take what they could because they 
had to live. 

Mr. Goopwin. That did more to break down American wage 
standards than any other single thing that 1 know of. 

Mr. Fernanpez. Then when the farmers got through with them, 
they did not even have the money to get back to Mexico, and they 
were dumped on the community. 

Mr. Goopwin. Many of them. 

Mr. FERNANDEZ. Now with respect to the community itself, and 
with respect to the labor wages themselves, it created a condition 
which the good farmers themselves and the good citizens deprecated 
but could not help. 

Mr. Goopwin. That is right. 

Mr. FerNANDEZ. Because through the impact of economic compe- 
tition, they just could not pay them any more and still stand these 


other costs, and that created a problem that they could not avoid. 
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ATTITUDE OF EMPLOYERS 





Mr. Goopwin. Your responsible growers asked for this kind of 
Goverument-to-Government arrangement. 

Mr. FernaNnpez. So, as a result of that, even though they had to 
pay those laborers more, the farmers are in favor of this program. 

Mr. Goopwin. Yes, sir. 

Mr. Fernanpez. Because it protects them from this illegal com- 
petition that they had to meet and it protects their communities and 
the country from the illegal wetbacks that this country just simply 
cannot get out of the country once they get in. They come in such 
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numbers that vou cannot stop them without the expenditure of man 
many more millions of dollars 
Mi C,OODWLD That is right. 
Mr. Fernanpez. In addition to that, you have, in Texas partic- 
so much in New Mexico—a very large American popu- 
Viexican aescent. 
(oopwin. That is right 
NANDEZ. Who are very strong for this program because as 
came in from Mexico, wetbacks, bringing in unhealthy 
they eee not help, and working for ruinous sub- 
Those wetbacks displaced Mexican-Americans 
for less wages. That created unemployment 
community. 


r. FeRN Those American-Mexicans in Texas just could not 
themsel v ind it was ruimine them. They are American 
famil ither went hungry or were put on 

I] had re of them. 


hen in ae to that, these large numbers of 
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families they have acquir n this country. As the vears have gone 
by, those wetbacks are ng farther and farther north. That is the 
reason for this law, is if t, so as to regulate that incoming of Mexicans 
into this country, t ; to limit them to the number needed for 
employment, and in such manner that they can be returned. 

Mr. Goopwin. That is one of its most important objectives. 

Mr. Frernanpez. | think it is the most important objective. We 
have a terrific problem there that we cannot meet. Some of the 
farmers at first objected to this program. I know because they com 
plained to me when I first came to Congress; they complained verv 
bitterly about some of these things. They said we were trying to 
agent the farm labor up there, telling the farmers what they could 
do and what they could not do. Now the majority of them are for 
the program 

| was not too clear when we had the hearing early in the spring as 
to whether or not the $1,740,000 which you requested at that time was 

request for the first 6 months on a going concern with the assumption 
it would be extended, or whether it was to wind up; but I believe that 
your idea was and is now that that was intended to be an estimate on 
he assumption that the law would be extended, but that it would 
provide funds only for the first 6 months. 

Mr. Goopwin. That is the way we developed it although the way 
it was presented here with the $100,000 for Rauidetion purposes, | 
think that it was clearly, the way it was presented to the committee, 
was clearly on the basis of liquidating the program. 


ACTION OF COMMITTEE ON PREVIOUS REQUEST FOR 1954 
Mr. Fernanpez. However. the committee as I think the debates 


in the House will show, cut you down to $1,250,000—— 
Mr. Goopwin. That is right. 
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Mr. Fernanpez. On the theory that we were giving you the money 
to wind up because we had no assurance that the law would be extended 
and that if it was extended then the committee could consider appro 
priating for the balance of the fiscal year on a going concern 

Mr. Goopwin. Yes 
Mr. Fernanpez. Is that about correct, is that your understanding 


of 1t! 
Mr. Goopwin. That is my understanding, ves 

Mr. Fernanpez. That is my understanding of what the committe 
did 
\s a result of that, I think that we ought to give consideration to 
this problem not only on what it would cost for the 6 months after 
January 1, but also on the theory that additional monevs are needed 
because you are not merely winding up but starting : ver agai in 
the new program this fall Is that correct? 

Mr. Goopwin. Yes. That is assuming that the Congress passes 
Now, the House has already passed it and the indications from 
Senate are that they will. 

lh eERNANDEZ. What is the status of the bill in the Senate? 
GOODWIN Well, not scheduled for specific the plans, as 
nderstand it, to bring it up in the next calendar day 

\ir. Fernanpez. The committee has reported it out? 

Goopwin. It has been favorably reported 
KisRNANDEZ. When do you do most of the re ruiting? 

Mr. Goopwin. We have two peaks. One comes in June or early 
n Julv. The other one comes in September and is the larger one 
That includes the peak of the cotton harvest and is the overall peak 
of the vear 

Mr. Frrnanpez. And then it continues up until the latter part of 
October, does it not? 

Mr. Goopwin. Yes, sir; it continues beyond that but in large 
volume tapers off rapidly after October 

Mr. Frrnanpez. If you are going to gear yourselves to a continuing 
program this fall, the $1,250,000 that this committee and the House 
passed would not be sufficient to carry on this program anywhere on 
the scale it was carried on last year; is that true? 

Mr. Goopwin. No; it would require substantial reduction to get 
to the $1,250,000. 

Mr. Buper. I was just checking the report to see what it said 
regarding the reasons for the committee’s action on the request for 
the first 6 months of 1954. This is what the report says: 

The bill includes $1,150,000 for the first 6 months operation of the program, 
plus $100,000 for program liquidation if the agreement with Mexico, which expires 
December 31, 1953, is not extended. This is a reduction of $490,000 from the 
request. No comparable figures for 1953 are shown in the budget. The amount 
allowed is $314,000 over the amount requested by the Department for the activity, 
‘Supplying foreign labor requirements,’’ which is the principal activity carried 
on under this appropriation, and should be quite ample for the operation of the 
program, 

Now, again on page 4 of the report: 


However, in view of the recent approval of} an extension of the basic legislation 
by a large majority of the House of Representatives, the committee is recom- 


mending a continuation of appropriations. 
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I think it was quite clear that the committee intended the program 
to be a going program for the first 6 months at least. 

Mr. Fernanpez. I will answer that by repeating what I said on 
the floor, that we as members of this subcommittee never saw this 
report until it was presented to the full committee there the morning 
we acted on this report, and we did not even read it at that time 
When the markup of the committee came up, and the discussion of 
this program was carried on, my understanding was that we con- 
sidered it as one to be liquidated in theory, and therefore we cut. it 
down considerably. On the floor I asked the chairman that very 
question and he agreed with me as the record will show on the debates 
on the floor. So that in my opinion this committee did not give them 
anywhere near an adequate amount to carry on this program in the 
manner in which it was intended to be carried out if it is not going to 
be liquidated. If it is going to be liquidated, of course I personally 
believe that we might as well cut it all out. 1 agreed to a cut on that 
basis that it was only for carrying on to liquidation, as best they 
could, to the end of the contract year. 

I have one other question. The expenditures for fiscal 1953, the 
appropriation for 1953, was $2,640,000? 

Mr. Love. We now estimate our expenditures at $2,545,000. 

Mr. FerNanpbgz. $2,545,000. That is all, Mr. Chairman. 

Mr. Jensen. I was interested in Mr. Fernandez’ colloquy with 
Mr. Goodwin. I think I agree, basically, with the position of Mr. 
Fernandez that a program of this kind is needed and we should provide 
sufficient funds to run it right. 1 do want to say this, however, that 
it would be very wonderful if we could have all the money that we 
wanted to spend for every agency in this Department and every de- 
partment, bureau, commission, board, and everything else of Gov- 
ernment. But the facts are that we have got so many obligations 
now that the American people have been called upon to shoulder 
that it is necessary to delve into and scrutinize every appropriation 
that is requested in order to reduce such appropriations to the point 
that we are spending the taxpayers’ money only for the carrying out 
of necessary functions and activities. 

Mr. Frernanpez. As the chairman knows, I have always voted 
for economy. I voted many a time as a Democrat for the Jensen 
amendments time and time again. But I say this, that spending less 
money on a particular program does not always mean economy. 
This is one which I believe, because of my familiarity with the problem, 
the growing problem that we have in the Southwest, is going to cost 
us many more millions in immigration enforcement appropriations 
and health appropriations and many other appropriations in the 
future, unless we continue this program on an adequate basis. I 
do believe, however, that the program should be by now in such 
position that it can be curtailed some in expenditures, because they 
now have the support of the farmers, of all the farmers, which they 
did not have at the beginning. They have had much more experience 
in carrying on the program. They have had experienced employees 
who have learned the work. It is no longer experimental. I believe 
they should reduce their expenses from year to year until we get it 
down to a very reasonable basis. I think it should be a continuing 
program, however, because it is, as I say, not merely one for procure- 
ment of labor, but one for the regulation of labor coming in from 
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Mexico where we have no rivers or fences or anything else to keep them 
out, and it is impossible to patrol that entire boundary. 

Now, if we granted the $900,000 and the Senate allowed only the 
amount voted by the House, which was $1,250,000, you would not 
have anywhere enough to carry on the program on any adequate 
basis such as was carried on last year, would you? 

Mr. Goopwin. We would have to make substantial reduction from 
the 1953 operation which we 

Mr. Fernanpez. Where would you be able to make those reduc- 
tions? 

Mr. Goopwin. We would have to cut out or radically reduce some 
of those functions. ‘Take, for instance, the compliance function which 
costs an important amount of money. We would have to reduce that 
rather radically. 1 think somewhere around half of what we had this 
year. That would throw us back into a lot of difficulties. It is that 
sort of thing. You can do it if you have to. I do not think it is a 
desirable thing to do. I would recommend against it. 

Mr. Fernanpez. Would it be possible to get the Mexican Govern- 
ment to agree to get those recruiting stations a little closer to the 
border? I appreciate the problem that the Mexicans face if you put 
the recruiting stations right at the border, because the unemployed 
from Mexico flow to those stations and it creates a terrific problem 
for the border States. Could you not get them to put the recruiting 
stations a little nearer? 

Mr. Goopwin. We have tried it and we have worked on it awfully 
hard, Mr. Congressman. Actually, however, that point does not 
increase our administrative costs. It makes a difference in the costs 
to the farmer. And we worked hard on it for that reason. But it 
would not change our own administrative costs. 

Mr. Fernanpez. That is all, Mr. Chairman. 


RECONTRACTING 


Mr. JENSEN. Is it not a fact that quite a large percentage of these 
people will be reemployved year after year? 

Mr. Goopwin. The Mexicans who are brought in, sir? 

Mr. Jensen. Yes. 

Mr. Goopwin. We have some figures on that. The estimate, I 
think, was about 30,000 of them would be recontracted. 

Mr. Larin. But they can only stay in this country for a 1-year 
period and 10 percent for 18 months. 

Mr. Jensen. Even though they return to old Mexico, the next 
season they make application to be reemployed. 

Mr. Goopwin. Many of them do. 

Mr. Jensen. A considerable number. It does not take as much 
time to process a previous employee as it does a completely new 
applicant, is that not right? 

Mr. Goopwin. There is not a great deal of difference for this reason, 
that up to now Mexico has nothing that resembles an employment 
service operation. There is no identification of these people or no 
listing of who they are or what they can do from which we can work. 
If we had that, you could cut down on that. 

Mr. Keenan. We started to give them a little card ourselves for 
identification. The workers that do a good job, we would pass out 
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identification cards to the workers so that we could screen them the 
next season for the very reason you say. 

Mr. Goopwin. We are making a little progress in that direction 
Congressman. 

Mr. Jensen. As every member of this committee knows, there 
have been many occasions where agencies and commissions have 
appeared before the committee to justify their request for funds, and 
they contended they could not get along, they just could not operate, 
unless we gave them everything they asked for. On many occasions, 
so many that I won’t attempt to name them, the Congress and this 
Appropriations Committee has seen fit to reduce them sometimes to 
the extent of 35 or 40 percent and what happens? They went right 
along, did as good or better job than they had done before and came 
up the next year and bragged about the job they did with the reduced 
amount. 

Now, you can cut your cloth to fit the money that you get and see 
to it that this money is not spent unnecessarily. Each one of you can 
do a little more each day. I am satisfied that 98 employees here in 
the head office is at least 50 percent too many. You can reduce your 
force 50 percent and still do just as good a job as you are doing today, 
and as you have been doing 

Mir. Fernanprz. May I say something right there? In 1948 we 
had an experience W here these men just did not have sufficient force to 
carry on this recruiting business and to regulate it properly. The 
result was that in one way or another the border poured in the wet 
backs, and that was not a very healthy condition. That should not 
have happened but it had to happen because we had to have those men 
to save the crops, and it will happen again if legal labor is not avail- 
able 

Mr. Jensen. Off the record. 

Discussion off the record.) 


COST RATIO BETWEEN FIRST AND SECOND HALF OF YEAR 


Mr. Osrertac. I would like to return to the point Mr. Budge 
raised and which | previously discussed. As I understand it, the 
$1,740,000 request was based on the old law rather than on the new; 
but let us assume for a moment that your request for the $1 million 
for the next 6 months represents 30 percent of your cost and workload, 
is that correct, or a fair assumption based on your own testimony? 

Mr. Goopwitn. No; what I said was, I think, Mr. Congressman, 
that was the 70-30 ratio, was based on the number of workers that 
were brought it. If you took into account the distribution based on 
costs it would probably be in the neighborhood of 40-60. 

Mr. Osrertaa. It is true, is it not, that 70 percent of the work- 
load falls in the first 6 months? 

Mr. Goopwin. The contract, but it does not reflect the full work- 
load because it was done on a rather arbitrary basis. 

Mr. OsrertaGc. You asked for $1,740,000 of whieh $1,640,000 was 
for the first 6 months, and while the amount has been somewhat re- 
duced, you are now asking for $1 million for the last 6 months of the 
next fiscal year, 1954. 

Mr. Goopwin. Yes, sir. 
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Mr. Osrrertac. If that does represent about 30 percent, the 70 
percent would amount to about $2% million which would mean that 
under your new program you would require, according to your own 
figures, about $3!4 million to run this program a year. 

Mr. Goopwin. If you could allocate on that basis it would be true 
but actually, if you apply about a 60—40 ratio, you come closer to 
what we have requested. 

Mr. Ostertac. How did you base your estimate of your require- 
ments for the first 6 months? What percentage? Whatisit? Was 
it not on 70 =_— workload? 

Mr. Goopwin. As I say, the way we worked it out, sir, we worked it 
on the full year, on the basis of what experience we had. When we 
vot to the Bureau of the Budget, they said, you can’t submit it for a 
full year because you have a law only for half a year. At that point 
they took a look at our figures on bringing the ealeane In here which 
showed this 70-30 ratio and they applied it to our full year request. 
That is the way it happened 

Mr. OstertaG. The point I am trying to make is that on the basis 
of your own ratio, if $1 million represents 30 percent, then 70 percent 
which would come due the first half of the next fiscal year, 1954, and 
fiscal 1954 would require about $3% million. Is that correct? 

Mr. Goopwin. Yes. If the 30 percent were a true reflection of 
what it is going to be, you would be right. 

Mr. Keenan. That is why we prepared this for a full year. 

Mr. Bunge. Is this not a true summary of what has happened 
here—yvyour estimate for the full year was roughly $24 million? 

Mr. Goopwin. Yes, sir. 

Mr. Buper. So when the Bureau of the Budget told you that you 
could only re que st funds for 6 months they said that you should request 
70 percent of it for that period. Now you are coming in and saying 
that we do not need 30 percent for the last 6 months but we need at 
least 40 percent. Is that not a true statement? 

Mr. Goopwin. Well, I think that if you put it on that basis then 
you have got to take another look at the million dollar figure. 

Mr. Buper. That is all, Mr. Chairman. 

Mr. Dopson. Mr. Chairman, I should apologize, I think, at the 
beginning because we do not have the regular kinds of justifications 
that we always send up to Congress. We just heard about this from 
the Bureau of the Budget yesterday evening. In fact, we had to 
send over and get the letter. I do not know whether the letter has 
been signed. I do not know whether we are here in violation of the 
usual practice. 

Mr. Jensen. All right, gentlemen, thank you. 
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Mr. Canrigetp. The committee meets this morning to consider the 
request of the Reconstruction Finance Corporation for funds for the 
fiscal vear 1954. 

The original request sent to the Congress was for the amount of 
$13,300,000, and the revision now before us ealls for the amount of 
$10,100,000. 

We bring before us this morning Mr. Kenton R. Cravens, the new 
Administrator; Mr. Nathaniel Royall. the Controller; Mr. Douglas 8. 
Wilson, Chief of the Financial Analysis and Reports Division; Mr. 
Robert Neil, Jr., Counsel; and Mr. H. T. Mason, Budget Officer. 


Mr. Cravens, will you first tell the committee when you were named 
to be the new Administrator of the Reconstruction Finance Corpor- 
ation? 

Mr. Cravens. I was sworn in at 5 o’clock, the afternoon of May 1. 

Mr. CanFie_p. Now will you be good enough to tell the committee 
something of your background qualifying you for this assignment? 


BACKGROUND OF ADMINISTRATOR 


Mr. Cravens. I was born in Salina, Kans., and after graduating 
from the University of Kansas, entered credit work. I have been 
engaged in this field, principally in banking, ever since. 

[ joined the Cleveland Trust Co. as vice president in 1938, and re- 
mained there for approximately 5 years. Ten years ago this month 
I moved to St. Louis as vice president and executive officer of the 
Mercantile Trust Co. in charge of all lending activities and bank 
operations. 

I think I should mention that, in addition to banking, I have 
maintained an active interest in several medium and small manu- 
facturing concerns. At the present time I have an interest left in 
only one, and that is a small rubber-fabricating -company in Ash- 
land, Ohio. 

I have had some experience in Washington prior to becoming RFC 
Administrator. In 1941, I was called here as a consultant to the 
Federal Reserve Board in developing selective credit controls. Again, 
in the early part of 1942, I came to Washington as Administrator 
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of the War Loans Committee in connection with the regulation V 
program for war production contractors. 

I have been active in banking associations, and I believe you may 
consider me principally as a banker with primary interest in credit 
work. 

I think this summarizes, briefly, my background. 

Mr. CANFIELD. It is our understanding that you have a statement 
you are prepared to make concerning your request. 

Mr. Cravens. Yes. Would you care for me to read that statement, 
Mr. Chairman? 

Mr. Canrieup. Yes, if you will. 


PRESENT POSITION OF RF‘ 


Mr. Cravens. Mr. Chairman, members of the committee, it would 
be appropriate and informative, I believe, to begin my remarks with 
a short statement concerning the position of RFC today. This is 
important in considering our budget, since the activities of the 
Corporation are centered around several programs which are the 
object of current study, both by the Congress and by the executive 
branch of the Government. ; 

LOANS 


One of the most important questions under consideration is that 
relating to Government loans to business enterprises—particularly 
small businesses. The authority under which RFC may make business 
loans expires on June 30, 1954. The Corporation’s charter expires on 
June 30, 1956, the intervening 2 years being provided to liquidate the 
Corporations’ assets and wind up its affairs. Our budget for 1954 
contemplates that RFC will make loans to business enterprises until 
the present authority expires. 

In addition to loans made under the authority contained in the RFC 
Act, the Corporation has made loans to business enterprises under the 
Defense Production Act. We will continue to service the loans made 
under this authoritv. Whether we will make any new DPA loans in 
1954 depends upon congressional action on the defense-production and 
temporary-controls bill. Although this is a very significant part of 
our lending activities—we have $282 million outstanding in loans and 
commitments under this authority—it is not a part of our budget 
presentation here, since the funds- provided for this purpose are 
reflected elsewhere in the President’s budget. 

We have also made business loans in cooperation with the Small 
Defense Plants Administration. The authority to make loans of this 
type is also contained in the Defense Production Act, but the activity 
differs from DPA loans in that it is financed under RFC borrowing 
authority, and funds for this purpose have been included in our budget 
The estimates which we have prepared for 1954, however, are predi- 
cated upon the expiration of this authority on June 30 of this year 
Therefore, if the authority is extended under the defense-production 
and temporary-controls bill, as enacted, some adjustment of our loan 
estimates may be necessary. 

RFC is authorized to make other types of loans than those to busi- 
ness enterprises. These include disaster loans, public agency loans 
loans to financial institutions, and civil defense loans. 
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‘tivities, except for DPA loans, are financed from $100 
tock held D\ the secretary of the ‘Treasur\ 4 retained 
million—after reserves for losses—and borrowines 

All earned surplus in excess of $250 million and 


is deposited in the Treasury each year as miscel 


nding functions, RFC has the responsibility fo 
| liquidation activities arising from programs 
{Il. The production activities consist of 
ubber, tin (| abaca fib a < Th 
order} disposition of asset 
ed durin 
These nonlending activities are financed separately from the lendu 
activities with funds arising from the production and liquidation 
programs 


BBER-PRODUCING FACILITI# 


] 


important question now before the Congress concerns the trans- 


} 
t 


Nation’s synthetic-rubber-producing facilities to private 
In April of this year the President recommended to the 
action be taken, and a bill for this purpose, intro- 
ngressman Shafer, was passed by the House on June 25. 


+ + 
i 


x disposal of Government-owned rubber-producing 
introduced in the Senate by Senators Capehart 
‘arings on this bill before the Senate Banking 
urrency Committee are still in process 
The Corporation is operating the synthetic rubber-producing facili- 
‘s and our budget contemplates that they will continue to be operated 


by REC through fisea! vear 1954, since the date of transfer to private 
ownership has not vet been determined. 


rIN SMELTER 


Stil another important question concerns the operation of the 
Government-owned tin smelter at Texas City, Tex. Under the pro- 
visions of existing law, continued operation of this smelter is manda- 
tory until June 30, 1956, unless an earlier time is provided by the 
Congress. The smelter, which was built to process tin ores available 
in the Western Hemisphere, was completed and put into production 
in 1942. At that time our normal sources of tin had been cut off, 
and the shortage of this metal threatened the success of our war efforts. 

In the period of unrest following World War II, the Congress 
determined that continued operation of the smelter was required to 
assure the Nation an adequate supply of tin metal. At the present 
time the immediate objectives of the tin legislation have been accom- 
plished. Necessary industrial demands have been met and mdustry 
now is importing tin sufficient for its own needs. National stockpile 
objectives are now assured and will be reached in the very near future. 

Our budget contemplates that production of refined tin at the 
Texas City smelter will be limited to the processing of present inven- 
tories of tin ores, combined with ores to be delivered under existing 
contracts. The prices we pay for ores under these contracts require 
that we sell the processed tin at $1.21 a pound to break even. The 
present market price in New York is around 92 cents. From present 
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indications there is no reason to believe that a rise in the market will 
occur in the foreseeable future. Since the sale of any substantial 
part of our inventory in 1954 would not only result in a large loss to 
the Government, but would in all likelihood further depress the market 
and increase that loss, our budget does not contemplate the sale to 
industry of any tin produced at the Texas City smelter in 1954 
This will increase our present tin inventory to 28,000 tons 

The problem presented by this situation is not a simple one, since 
there are factors of defense security and international relations to be 
considered. The matter is currently receiving serious study in a 
number of quarters, including the Bureau of the Budget, and it is 
to be hoped that recommendations to the Congress will be forthcom- 
ing m the near future. 

In these prefatory remarks I have highlighted our loan activities 
and the tin andsynthetic rubber operations because these are the pro- 
grams of RFC on which interest is principally centered today. We 
have also, as | mentioned previously, an abaca fiber program and a 
liquidation program. I will discuss the budgetary aspects of these 
two programs a little later, but I do not believe that either is sufficiently 
significant to warrant any special introductory comments. 


FINANCIAL SUMMARY OF OPERATIONS 


I would like now to discuss specifically the budget which we are 
presenting for your consideration. 


The combined budgets for the programs administered by the Cor- 
| 


poration show that receipts will exceed expenditures by $288.8 million 


This is the amount which we estimate will be paid to the Treasury 
Our budget for the lending program shows receipts of $312 million 
and expenditures of $88 million, or net receipts of $224 million rhe 
expenditures are made up of $11 million in expenses, including $3.7 
million in interest expense and $77 mi 


1 


IK 
llion to be disbursed on loans 

The greater part of the loan disbursements are to be made on loans 
authorized prior to the time | assumed the office of RFC Administrator. 
[t is our present policy to limit new loan authorizations to those which 


serve the public interest through direct contributions to the defense 


program and essential civilian activities, and which require minimum 
use of Treasury funds. Before authorizing loans to be disbursed 
directly by RFC, eve I'\ eftort is made to have the financing pro\ ided 
entirely by private sources or through RFC participation in bank 
loans on a deferred basis. I might mention here that by “deferred 
basis’? I mean an agreement under which the bank disburses its own 
funds on a loan and RFC is committed to take up a stated percentag 
of the loan only if the bank should require it. Under such an arrange- 
ment no Treasury funds are used unless or until the participating 
bank requests RFC to fulfill its commitment. 

On the receipts side of the lending program the budget shows $24 
million from income, and $288 million to be realized on the program’s 
assets. The amount to be realized on assets includes $85 million from 
scheduled r payments on loans, and $205 million to be realized in ow 
program to place seasoned loans and investments in the hands of 
private financial institutions. I consider this program mandatory 
under the dictates of sound management of a Government-lending 
agency and consistent with the policy expressed by the Congress. 
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When the RFC Act was most recently revised in 1948, this statement 
was made in the report of the Senate Banking and Currency Com- 
mittee: “As RFC is intended to be merely supplementary to private 
sources of credit in the country, it is clear that RFC should dispose 
of loans and investments whenever private sources of credit are willing 
to take them over.”’ 

We anticipate a book loss on the sale of certain of these investments. 
This is attributable to market conditions rather than to any reevalua- 
tion of credit factors. It should also be recognized that any book loss 
must be measured against the cost of the borrowed money which would 
be tied up if the assets were retained, plus the administrative costs 
which would be incurred in looking after the assets. By disposing 
of loans and investments whenever reasonable markets can be found, 
we will achieve a faster turnover of the funds used in lending and can 
thus accomplish our objectives with a much smaller investment of 
Treasury funds 

On June 30, 1952, the loans, investments, and commitinents of the 
lending programs amounted to $908 million. Through application 
of the principles which I have stated, we expect this portfolio to be 
reduced to $508 million by June 30, 1954, with further reductions to 
follow in subsequent years. 

For the synthetic rubber progeny the budget shows expenditures 
of $314 million and receipts of $390 million. A production level is 
planned which will allow inventories to be increased from 44,000 to 
85,000 tons. That refers to general-purpose rubber. The larger 
inventories will enable us to meet seasonal fluctuation in the volume 
of industry’s requirements without resorting to the use of butadiene 
derived from alcohol. The least expensive way to produce butadiene 
is to start with butylene, which is a chemical derived from petroleum. 
However, the supply of butylene is not always adequate, since 
butylene is an important component of aviation gasoline. If there is 
not enough butylene available to supply both the butadiene plants 
and the aviation gasoline requirements, we must turn to alcohol as 
the starting point dor butadiene. In the past this has meant frequent 
reactivation and closing of the Government-owned plants equipped 
to make butadiene from alcohol. This has been a costly proposition. 
With a larger inventory of synthetic rubber, the use of alcohol buta- 
diene can be discontinued, after present stocks of alcohol are used up. 

As I stated earlier, the budget contemplates that RFC will oper- 
ate the synthetic rubber facilities throughout the fiscal year 1954. 
Should the disposal of these facilities to private industry be accom- 
plished during 1954, some question has been raised concerning the 
adequacy, during a period of transition, of the inventories for which 
we have budgeted. This is, of course, a matter for the Congress to 
determine, and if we are directed to maintain larger inventories of 
synthetic rubber, the budget will have to be adjusted accordingly. 

I have spoken of the lending and the synthetic rubber programs. 
From the operations of these two programs it is estimated that we 
will pay into the Treasury $300 million in net receipts. The tin 
program, however, presents a different picture. Because of the 
unfavorable situation I described to you earlier, we will have to tie 
up approximately $36 million of nonlending funds, which otherwise 
could be paid to the Treasury, to finance increased inventories. I 
might add that disposal of these inventories by sale at the current 
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market price would result in a loss to the Government of approxi- 
mately $18 million. 

As I have stated, existing legislation requires operation of the tin 
smelter at Texas City. Our budget provides for the production of 
22,360 tons of tin in fiscal year 1954. This is based upon the pro- 
cessing of present inventories of tin ores, combined with ores to be 
delivered under existing contracts. In addition to the refined tin to 
be produced at the smelter, there will be delivered to the Corporation 
10,500 tons of refined tin under the terms of contracts entered into at 
a time when it appeared that ample supplies of tin for this country 
would be difficult to secure. 

Of the total supplies of refined tin which the Corporation will have 
in 1954, it will be possible to move 7,000 tons under the terms of an 
existing contract with the national stockpile. The remainder will be 
held in inventory. Principally because of the costs to be incurred in 
building up this inventory, expenditures for the tin program will 
exceed receipts by $36 million. 

The Corporation’s fiber program for fiscal vear 1954 is in accordance 
with a directive issued by the President on April 10, 1953. In this 
directive the President established 25,500 acres as the area to be 
devoted to abaca cultivation, after allowing for the expansion and 
abandonments needed to reach maximum operating efficiency. At the 
present time, there are approximately 20,000 acres in bearing. The 
additions required to reach the total of 25,500 acres are now being 
developed and will be in bearing by 1956. Capital expenditures for 
these additions are estimated to be $1 million for fiscal vear 1954. 
The budget for the abaca program anticipates the production of 
approximately 32 million pounds of fiber in 1954, and the sale of all 
fiber produced to either commercial users or to the national stockpile. 
Total expenditures in the program are estimated to be $8,800,000, 
with receipts from the sale of fiber amounting to $6,650,000. 

In addition to its lending and production programs, the Corporation 
is administering the liquidation of certain assets and liabilities acquired 
under terminated World War II programs. The present carrying 
value of these assets is approximately $22 million, of which $7 million 
represents plants under long-term lease, $5 million represents the 
amount due on conditional sales contracts under which other plants 
were sold, and $3 million represents the carrying value of an aluminum 
and magnesium forgings plant which we anticipate will be transferred 
to the Department of Defense. Estimated net revenue from this 
program in 1954 will be approximately $1.2 million. 

The working capital required for all of the Corporation’s programs 
will be reduced by approximately $26 million in fiscal year 1954, which 
will restore that amount to the Treasury. 

Administrative expenses for all of the Corporation’s programs will be 
substantially reduced in fiscal year 1954. The amount authorized by 
the Congress for fiscal year 1953 was $15 million, against which actual 
expenses of $14,250, 000 will be incurred. For fiscal year 1954, we are 
requesting an authorization of $10,100,000. This is $4,150,000, or 29 
percent, below the amount spent in the previous year. The reduction 
has been made possible by a comprehensive program to increase effi- 
ciency and reduce operating costs. Principal features of the program 
are consolidation of field office functions and simplification of proce- 
dures in all phases of the Corporation’s activities, 
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REORGANIZATION OF FIELD OFFICES 


The reorganization of the field offices will be effective on July l 
1953. Under this plan, the field functions will be handled out of § 
regional headquarters instead of the former 28. Branch offices will 
be maintained in 26 locations under the regional offices. Both thi 
regional loan agencies and the field offices will be equipped to provid: 
assistance and financial advice to small business and to receive applica- 
tions for loans. Through consolidation of field office functions we will 
eer substantial amounts of overhead expense, and the greate: 
concentration of the workload connected with loan application and 
administration activities will enable us to use personnel more effi 
evenly. 

In concluding, I wish to state that the C orporation’ s entire budget 
for fiscal year 95 has been developed toward the goal of saving 
every possible dollar for the benefit of the Treasury. To the extent 


that the future Si opportunities to saletaae further savings and 


Lila 


additional revenue to the Treasury, I intend to take advantage of 


them 

Mr. Canrieip. Mr. Cravens, that is a very fine statement. 

As I understand it, the request for $10,100,000 is based upon the 
REC operating for the entire fiscal year 1954 under all programs? 

Mr. Cravens. That is correct. 

Mr. Canrietp. In other words, the request does not contemplati 
that the rubber program or any of the other programs will be taken 
away from RFC? 

Mr. CRAVENS AA that the Congress does legislate to dispose 
of the Government-owned rubber facilities, 1t is my estimate that the 
transfer could not aaa be made before June 30, 1954. Therefore, 
it is in our budget for full operation during the year. 


RATION OF AUTHORITY TO MAKE LOANS 


Mi \NFIELD.. Before we proceed with the consideration of the 
detail i justific ations for administrative expenses for fiscal year 1954, 
pe rh 8 it would be well to consider for a moment the legal status ol 
the Reconstru oh Finance Corporation. As the law now stands, | 
believe the authority of the Corporation to make loans will expire on 

30, 1954; is that correct? 
Cravens. That is corree 


PROPOSED SMALL BUSINESS ADMINISTRATION 


Mr. Canrre.tp. The Congress has been considering legislation under 
which a Small Business Administration would be created which 
would assume to some extent the functions of the RFC. Would 
you care to discuss at this time the thinking within the RFC of its 
future under the provisions of the proposed legislation? I have in 
mind S. 1081 and H. R. 5141, to which you referred briefly in your 
opening statement 

Mr. Cravens. Obviously the creation of any agency to supplant 
the RFC in the small business loan area would have a substantial 
impact on our expenses. Keep in mind that the cost of processing 
loan applications is about the same whether it is a small loan or a 
large one, and I think our records will show about 90 percent of our 
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loans are to small business, historically, at least. The elimination 
of that activity would reduce our expenses in the application, servic- 
ing, and fiscal activities We believe the reduction would be approxi- 
mately $1,500,000, which, again, emphasizes the high cost of handling 
these small loans 


LOANS AND INVESTMENTS TO PRIVATE INSTITUTIONS 


Mr. CANFIELD. You said in your opening statement that you are 
instituting a program to dispose of loans and investments to private 
financial institutions, and that you consider that program mandatory 
under the dictates of sound management of a Government lending 
agency. Would you care to amplify that statement to the committee 
at this time? 

Mr. Cravens. Yes; I would. Our portfolio consists of many differ- 
ent types of securities. We have the residue of the RFC advances to 
the Nation’s banking system, something in excess of $45 million left 
there. It is our behef that the banking system has had 20 years to 
eet strong, and, believe me, it has gotten strong. The Government 
should do its best to recover those remaining advances. That is No. 1 

In the portfolio is a substantial amount of rail securities which have 
market value, and whenever we can find a market for those we feel 
they should be marketed and held by the public rather than with 
Government funds. 

Our portfolio includes a substantial amount of mortgages, good 
mortgages; no question about the credit factor of those mortgages 
We believe those mortgages should be liquidated and sold to the 
public 

We have some public ageney, or municipal, securities. To the 
extent we can upgrade them and get them in a little better shape 
creditwise, we believe we should market them 

We have hundreds of millions of dollars im loans. The minute we 
can get the banking system to take these borrowers on and relieve us, 
we think we have done both the country and the borrowers a lot of 
good. | think it is inherent m good government to roll these loan 


funds over as rapidly as we can to relieve the taxpayer, Everybody 


is benefited, even if you take market losses when you sell them. 


DPA LOANS 


Mir. Canrretp. You stated that your DPA loan activity is not 
in this budget presentation, since the funds provided for this purpose 
are reflected elsewhere in the President’s budget. You do borrow 
from the Treasury to make these loans? 

Mr. Cravens. Yes. 

Mr. CanriEtp. The difference, as I understand it, is that your 
borrowing is under the DPA authority rather than under the authority 
of the RFC Act. 

Mr. Cravens. Yes 

Mr. Canrreip. Do you or do you not consider that your borrowings 
for DPA loans constitute a primary obligation of the RFC? 

Mr. Cravens. They certainly do. They are primary obligations, 
we do owe them, and have to make and service the loans. 
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TOTAL LOANS AND COMMITMENTS 


Mr. Canrretp. What is the current dollar total of loans and com- 
mitments outstanding, including the DPA activity? 

Mr. Cravens. About $1,090 million. 

Mr. Canrietp. Does your program to dispose of marketable loans 
and investments include DPA loans? 

Mr. Cravens. It does, but that presents a more difficult problem 
because many of those loans are larger loans, mining development 
loans, and loans of that kind that may take a longer time. The 
largest commitment under DPA is $94 million. 


DISASTER LOANS 


Mr. Canriretp. You have stated that one of your loan activities is 
making loans to victims of disasters. We have had quite a few disas- 
ters this spring. Will you tell the committee how many disaster areas 
you have declared since the beginning of the year? 

Mr. Cravens. | am not sure. About 19, I believe, since the first 
of the year, declared by both Harry McDonald and myself. The 
declaration of a disaster area, where we move in and set up offices to 
take care of the victims, is a very important function of the RFC, 
although it involves relatively few dollars. Incidentally, the number 
of applications that are initiated immediately following a disaster 
are not too many, and it takes some time before we get the full impact. 
This, to me, is one of the finest services we render. It does not, take 
a lot of the Government’s money. Our budget estimate is that by 
the end of next year our total investment in disaster loans will only 
be about $15 million, but, believe me, if you have been a victim of a 
flood or a tornado, it is a worthwhile service. 


INCOME 


Mr. CANFIELD. You state that the budget shows $24 million from 
income in fiscal 1954. What are the sources of this income? 

Mr. Cravens. Principally interest and dividends on our invest- 
ments and loans. That is $21 million of it. We will get some income 
from collateral that we have acquired in liquidation of loans, $2 
million; and miscellaneous income for the balance. 

That income figure is tied right in to our portfolio. We have an- 
ticipated some reduction in that income. We will have about a $5 
million reduction in interest income based on the reduction in our 
portfolio. In other words, we estimated for 1953, $32 million as 
against $24 million for 1954; that would be $8 million, of which in- 
terest would be $5 million. 


“GOLDFISH BOWL” POLICY OF RFC 


Mr. Canrietp. Mr. Cravens, you recall the unfortunate publicity 
that accrued to RFC in yesteryear and the so-called “goldfish bowl’’ 
policy established by the former Administrator, now Senator, Stuart 
Symington. Is such a policy still in effect in the RFC today? 

Mr. Cravens. Certainly a full disclosure policy is, and if that 
means the “goldfish bowl” policy, yes, by all means. We have no 
secrets there. Everything is disclosed except information that might 
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be highly detrimental to the borrower, that is, something that is 
strictly confidential. Let me add that with new loan applications, 
any action we take is completely and fully public information. 


LOANS, INVESTMENTS, AND COMMITMENTS OF LENDING PROGRAMS 


Mr. Canrie_p. The justifications and your statement indicate that 
as of June 30, 1952, the loans, investments, and commitments of the 
lending programs totaled $908,230,000. Will you give the committee 
the same information as of the latest date available? 

Mr. Cravens. You mean as of now? 

Mr. Canrievp. The latest date available. 

Mr. Cravens. As of May 31, we will have $651,000,000 outstand- 
ing, plus $153,000,000 in commitments, or a total of $804,000,000, 
approximately. That does not include DPA 

Mr. Canrievp. It is noted that the estimated figure will be 
$507 900,000 as of June 30, 1954. Just how do you accomplish the 
reduction in the overall amount? 

Mr. Cravens. That is occasioned, first, by the program I mentioned 
to you of the liquidation of assets. It takes into account about 
$85 million of regular payments. It also reflects a substantial reduc- 
tion in commitments outstanding. We are starting with $146 million 
in commitments outstanding. We expect our commitments outstand- 
ing a year from now will be only $77 million. As of the end of this 
year we anticipate our loans will be $430 million. So you see that 
there is about a 50-percent reduction in commitments outstanding, 
and about a one-third reduction in loans outstanding. 


NET INCOME OR PROFIT IN FISCAL 1954 


Mr. Canrie_p. The estimated net income or profit from RFC 
operations during fiscal year 1954 is what, again? 

Mr. Cravens. That is $11,400,000, but that requires some explana- 
tion I think. 

As I said a minute ago, we start out with a lot less income estimated 
for 1954—$24 million as against $32 million for this year. Our 
expenses, though, are also substantially down. We estimate .our 
expenses will be $11,500,000 against $17,700,000, so we have over a 
$6 million reduction of expenses. 

This year, in fiscal 1953, we will show a net income of $14.2 million 
before chargeoffs and provision for losses. Then we have provided 
$22 million for losses. 

Next year we anticipate that we will use $19 million of that $22 
million. Simply stated, if you exclude losses and chargeoffs, we will 
come up with only about $1,700,000 less in profits even though we 
will have $8 million less in income. 

Mr. Canrie_p. Before we go into the specific programs, I would 
like to yield to Mr. Gary now for questions on the general statement 
of the Administrator. 


SMALL BUSINESS LOANS 


Mr. Gary. Mr. Cravens, I am afraid I am a little dense. I just 
cannot understand why, when you have a going organization that has 
been making loans to small business for a long time, it is advisable 
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uidate that organization and then start up a brandnew organiza- 
» make those loans to small 


business. Can you explain to me the 
mn for that? 

This has no budgetary aspects. I have 

stions put tome. Our budget is based on the 

ll blast through 1954 The question was asked me, 

s created, what will it do to our budget, and I have 

dit probably would reduce our exp nditures up to $1,500,000. 

cy. If a new agency is created ({s a matter of fact, it has 


| has been passed by the House 
been passed by the House and is recommended 


been making those loans in 


Our organization, in cooperation with the SDPA, 
the small business loans throughout the countrv. 
| ir loan authoritv ceases—which it does, when? 
Mr Under the present act it ceases June 30, 1954. 

if 


Mr. Gary. en this new organization is created you plan to 


] 10-49 
make loans to June 1954 


Mr. CRAVENS tt to small business. Coneressman 
pro. ides, under the bill passed hy the House, that we must turn 
all applications to the new agency for loans of $100,000 or less. 
Mr. Gary. But you would continue to make loans? 
Mir. Cravens. We will continue to make loans in excess of $100,000. 
Mr. Gary. So we will have 2 organizations operating instead of 1. 
Mr. CRAVE? During that vear we certainly would 


Gary. At the end of the year your loan authority ceases? 
Mr. Cravi 


ir. GARY 


cessary then to liquidate that part of your 


| ured to liquid ite all of our activities in 
r June 30, 1954. 


lowin 


COSTS OF LIQUIDATION 


zed in business that liquidation is a 
costly process ama lawyer. I know what liquidation means 

Mr I know you do, and I am trying to answer the ques- 

sponse to your question. Liquidation, of course, has 

yutation of being a costly process because it is during the time 


g income and a fairly constant expense. That is, if you 


liquidate vour holdings according to their original terms. Liquida- 


1 
tion Is not particularly 


ta} 
larger blocks. 


4 


you can move your portfolio out in 


CrAvVENS. Yes 


‘ 


(raary. By that, you mean se i} them to some body else? 
irny. When you sell those loans you guarantee them, do you 
Cravens. We would sell no asset on a guaranteed basis, 


That is not a sale. 
Mr. Gary. You would not guarantee any loan that you sold? 
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Mr. Cravens. I certainly would not on any security I sold, or 
any other asset, if sold into private hands. 

Mr. Gary. I am glad to hear you say that, because I had heard 
that was the plan, and I think there is no justification for it. 

Mr. Cravens. No justification whatever. 

Mr. Gary. Under a plan of that kind the Government would be 
taking the risk and private industry the profit. I do not mind giving 
private industry a reasonable profit, but I think they should take the 
risk with it. 

Mr. Cravens. That is right. 

Mr. Gary. Is that your present plan? 

Mr. Cravens. Yes. I would not guarantee any asset we sold of 
iny kind. 

Mr. Gary. But, as a matter of fact, it is recognized that it is much 

ier for a going concern to liquidate loans than it is for an organization 
hat is going out of business? 

Mr. Cravens. That would not apply in this case. The Government 

still a going concern, | hope. If a bank were in liquidation, I would 
horoughly agree, because it is not a going concern any more and, as 

ou know, it takes a long time and it is hard to get anywhere near par 
yr your securities under those circumstances. But the Government 

a going concern. 

Mr. Gary. The RFC is a corporation. 

Mr. Cravens. It is still the Government, though. 

Mr. Gary. Yes, but after all, it would not be lending, so that the 

come from loans would be reduced and you would have to maintain 

yur force pure ly for the purpose of liquidation, and that force could, 
' you were not liquidating, conduct activities from which a profit 
s derived in a profit-making business. 

Mr. Cravens. I answered the question that a closed business 
psychologically has a difficult time, and a running business does not, 

Mr. Gary. You would not make any loans under $100,000 after 
the Small Business Administration starts operations? 

Mr. Cravens. Based on the Hill bill as passed by the House, that 

correct. sut I should have mentioned before that disaster loans 
are not covered by the legislation. So. we would be making those. 

Mr. Gary. You would be making disaster loans and some loans 
over $100,000, and the Small Business Administration would be 
making loans under $100,000. So, you would have 2 organizations 
engaged in the lending business instead of 1. 

Mr. Cravens. According to that legislation you would. 

Mr. Gary. As I understand it, there is nothing in the act that has 
been passed to defined “small business’’? 

Mr. Cravens. I read that act, but I am not sure, and I have heard 
so many definitions of “small business’ that I am as confused as 
anybody in Washington. 

Mr. Gary. There is no definition in the act? 

Mr. Cravens. I do not recall, but I have seen so many definitions 
[ do not quite know what small business is myself. 

Mr. Gary. And there is no limitation as to whom they shall lend? 

Mr. Cravens. As I remember the bill, it is fairly definite as to 
the conditions under which they can lend. It must be credit that is 
not otherwise obtainable, as I remember, under the act. 

Mr. Gary. That is true of the loans you make now? 

$5121—538—pt. 157 
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Mr. Cravens. Yes, the same basis. They cannot make marginal 
loans. 
Would you care for me to read the provisions of the bill? 











SMALL BUSINESS ADMINISTRATION 












Mr. Gary. No. Frankly, Mr. Cravens, I am_ very definitely 
opposed to the creation of the Small Business Administration. | 
think it is an absolutely unnecessary organization, and would be a 
useless waste of public funds. If we are going to continue loans to 
small business. I think it should be done through the RFC that is 
already established for that purpose and has a long experience 1 
handling such loans. I see absolutely no justification whatever for 
establishing another permanent Government agency to take over that 
work. 









RICHMOND, VA., BRANCH OFFICE 

















Now. can vou tell me—and you can do it either off or on the record ; 
I want it for my own information—you have stated you are closing 
certain branch offices—can you tell me why it was necessary to close 
the Richmond office? 

Mr. Cravens. Incidentally, that is the only office closed. Based on 
the workload, based on the demands, Washington is better able to 
service both the Baltimore and Richmond areas than Richmond is to 
service both the Washington and Baltimore areas. That is as simply as 
Tean state it. In other words, if you were in business and were putting 
in a branch office to serve those areas, having, of course, in mind the 
product, you would pick the one ceographically best suited. It is for 
no other reason. I cannot only do a better job, but I can do it more 
economically by making it part of our Washington operation. 

Supposing your home business was in Washington and you had 
to serve those two areas, you would probably have someone in your 
organization in the home office better geographically situated to serve 
both of those areas than to set up a separate operation in Richmond 

It was for no other reason, sir. 

Mr. Gary. I could understand that except for the fact that Rich- 
mond is a Federal Reserve city. 

Mr. Cravens. That is true. But the needs of central banking and 
the needs of our lending are two different things. All I can say is, that 
is my considered judgment. And many of us, of course, make mis- 
takes. 

Mr. Gary. I am not criticizing; I am simply asking for information 
My constituents are asking me the question and I want to be able 
to answer it. 

Mr. Cravens. It is my best judgment that that is the thing to do 

Mr. Gary. Richmond will be served from the Washington office 
in the future, then? 

Mr. Cravens. That is right. 

Mr. Gary. And what other area will the Washington office serve: 

Mr. Cravens. The Baltimore area. 

Mr. Gary. You do not have an office in Baltimore? 

Mr. Cravens. No, sir. 

Mr. Gary. So that your Washington office will service Rich- 
mond 
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Mr. Cravens. And through into Baltimore—that whole area. 
Mr. Gary. And none to the south? 
Mr. Cravens. No; not to the south, 


OPERATION OF TIN SMELTER 


Mr. Gary. You mentioned in connection with your tin-production 
program the prices we pay for ores under existing contracts require 
the sale of the processed tin ai $1.215 a pound in order to break even. 
The present market price in New York is around 92 cents. Why is 
that? 

Mr. Cravens. Well, RFC entered into firm contracts for tin ore 
and refined tin on a basis—I think I should explain to you when we 
buy tin ores, we buy them at the price of refined tin less the cost of 
smelting. So when you are talking about tin, you are always talking 
about tin in its refined state. The price we had to pay for those 
ores—and they were firm contracts entered into in the spring of 1952 
required us, to break even, to sell at $1.215 a pound. 

They were bought, and I assume conditions warranted entering 
into those contracts. Of course, I was not here then. 

Mr. Gary. How long do the contracts run? 

Mr. Cravens. They expire in the spring of 1954. The Bolivian 
contract is finished. We are not buying any more Bolivian ore 
We accepted the last ore under that contract on April 30th. 

We have 10,500 tons of refiaed tin coming in, and our tin ore con- 
centrates will be coming through the spring of 1954. The last ship- 
ment is about March. 

That brings us to a question I think we ought to bring to your 
attention. ‘There is a way to reduce this loss that is facing us, and it 
is a definite loss that is staring us right in the eye. Should Congress 
determine that we can close the smelter—and we are obligated to keep 
ruoning it until you tell us not to—then even though we had unrefined 
ore remaining undei contract, it could be stockpiled as ore rather than 
as refined tin. That would save some meney in continuing the smelter 
operation. 

Mr. Gary. Also, it would cost a good deal more to store it; would it 
not? 

Mr. Cravens. No; not particularly, [do not think. But I mention 
that. Other than some legislative relief, we have nothing to do but to 
refine this ore, buy the tin under contract, and end up next year with 
28,000 tons of very precious metal. 

Mr. Gary. And we are losing money on that? 

Mr. Cravens. You bet. 

Mr. Gary. So there has been no suggestion of private enterprise 
to take that over? 

Mr. Cravens. Private enterprise, I am afraid, won’t have much 
interest in our Texas City plant, with one exception. There might 
be a possibility to get private industry interested in the sale or lease—1 
say “might’’; it is very remote, but we might—for the use of nonferrous 
metals. It could be used for zine or some other nonferrous metal. 
[t would be a wonderful thing if we could get it. 
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SYNTHETIC RUBBER PRODUCTION 


Mr. Gary. We are ms ee some money on our rubber plants? 

Mr. Cravens. Yes, sir. 

Mr. Gary. There oc nit ate ente rprise is interested in purchasing 
them. Is it not a fact that when we needed synthetic rubber during 
the war we could not get private enterprise to produce it, and thi 
Government was forced into the business? 

Mr. Cravens. Oh, no; that is not true. Private enterprise, as a 
matter of fact, did all of the preliminary experimentation in the field 
of synthetic rubber on their own prior to the outbreak of the war. 
And when the war came and our supply of natural rubber was cut off, 
of course, eve ofthe was on a wartime basis. As you know, it took 
over $500 saiilibs 1 even to get the plants started and there was no time 
for a company to float securities. But private enterprise did it all. 
All of the research, all of the production, all of the experimentation, 
and all of the b ulding of plants were really private enterprise. low- 
ever, there was a war and you could not get securities out of private 
enterprise in a day, and we were counting days at that time. So it 
ended up by being a combination of Government and private 
enterprise 

Mr. Gary. What is going to happen in the event of another war? 
1 am not opposed to selling these plants to private enterprise. |] 
voted for the bill. But I want to know what is going to happen if we 
have another war. Is there anv way whereby we can get these plants 


back, if necessary, if private enterprise does not furnish sufficient 


rupper 

Mr. Cravens. The legislation you voted for—and I assume it will 
be in the final legislation—contains an appropriate national-security 
clause for taking over the facilities. It also keeps in mind that any 
not soid that are in standby, still owned by the Government, would 
be reactivated if Congress saw fit. I would say from the standpoint 
of national security, if we have the bulk of this in free, competitive 
enterprise, we would develop more plants. I anticipate more and 
more demand for synthetic rubber. I would say we would have a 
better chance for expanding synthetic production than we would under 
Government operation. J] am sure there would be an awful hue and 
ery if I came to Congress and wanted another $100 million to build 
some more plants. 

To answer your question, I think the national-security question has 
been determined by agencies that have carefully studied it. I mean 
those who have more to do with it than Ido. And it is my considered 
opinion that we are on safe ground. 


LARGE LOANS 


Mr. James. Mr. Cravens, I think you said in response to a question 
that the largest outstanding loans are something like $90 million. 

Mr. Cravens. ‘Lhe statement I made was with respect to defense 
production loans. The question asked me was could we sell or apply 
the same principle to the loans we have made under the Defense 
Production Act as we have under the RFC Act? I explained the 
same principle would apply, but under the Defense Production Act 
we did have some very large loans that presented a little more difficult 
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problem to sell than some of the smaller ones, and the lara SI loan 
the REC had committed for before | took over Was S804 million 
| beheve that is correct. 

Mr. James. Now, under the RFC lending authority, such matters 
“as the Kaiser-Frazer Corp., Revnolds Metals. Baltimore & Oho 
Railroad, and so forth—-those loans would come under the authority 
of your organization? 

Mr. Cravens. Those are under RFC authority; yes. The ones you 
mentioned are RFC loans. 

Mr. James. Has there been anv substantial reduction made in any 
of those laree loans under the RFC? 





KAISER-FRAZER LOAN 





Mr. Cravens. No. I think the figures vou have before vou 
reflect’ that the only substantial reduetion in any one of the RFC 
loans was the Kaiser-Frazer loan, and | think the figure you have on 
that is $33 million. 

Mr. James. The total is $48.4 million. 

Mr. Cravens. That was reduced by $15 million. 

Mr. James. And that was as a result of that ‘‘plain and fancy” 
merger job. 

Mr. Cravens. That was the Willys-Overland deal. Understand 
this was all done pricr to my being there. 

Mr. James. I know that, but have you studied that new setup of 
Kaiser-Frazer, and do you know whether the liability of the corpora- 
tion or corporations under the Kaiser-Frazer banner is as sound as the 
liability before this merger job was made? 

Mr. Cravens. I do not think I am competent to comment on that 
There was an injection in the Kaiser Frazer subsidiary of the Kaiser 
Manufacturing Co. with a very substantial amount of money both in 
equity and in borrowings. Whether that makes the loan any better 
or any worse, assuming all of the obligations they bought, I am afraid 
to comment, because I am just pot qualified to do so. 

Mr. James. Of course, you were not there, but before the RFC 
permitted that deal to go through, it seems to me they would have 
examined the terms of that deal very carefully to ascertain whether 
or not the Government’s loan was as secure as it would have been if 
this merger business had not taken place. 

Mr. Cravens. You have stated what would have been my policy 
very clearly. 

Mr. Jamns. You do not know whether they did make such a study? 

Mr. Cravens. I assume so. I have just taken what we have now, 
and in every case I pick up the file and examine ‘t and am doing my 
best to get our dollars out of it, and in that case I certainly shall. 

Mr. Jamss. In this B. & O. Railroad loan, which is another thing 
that has been the subject of a great deal of conversation from time to 
time, has that situation improved any? 

Mr. Cravens. May I reply to that off the record? 

Mr Jamus. Yes; of course. 

(Discussion off the record.) 

Mr. Jamgs. I think that is all, Mr. Chairman. 
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PROFITS 


Mr. PassMAN. Mr. Cravens it is my understanding that the RFC 
has operated with a net profit to the Government since its inception. 
Is that true? 

Mr. Cravens. I could not tell you. I know that is not a good 
answer, but for me to go back and go through all of the accounting 
that has taken place—I would be less than frank with you if I tried to 
answer it one way or the other. I do not know. 

Mr. Passman. Your records would not disclose whether or not it 
has been a profitable venture? 

Mr. Cravens. They probably would disclose it if I had the time to 
go back and see what has happened all the way through, but even 
then I think it would probably depend a good deal on what accounting 
approach vou took on it. It may have shown a profit, or it may not 
have. JI am just not competent to answer. And I do not like to 
answer questions unless I know. 

Mr. PassmMan. You have a balance sheet for the calendar year 1952 
or the fiscal year 1952 with respect to net profits; do you not? 

Mr. Cravens. We showed, as I mentioned awhile ago, a profit 
under this type of accounting for 1952 and a profit for 1953, and we 
estimate a profit for 1954. 

I assume you are talking about the lending functions. 

Mr. Passman. That is correct. 

Mr. Cravens. Now, whether or not we should have shown a 
profit with some other type of accounting I do not know. For ex- 
ample, we have been carrying in our portfolio securities on an entirely 
different basis than bank examiners would permit a bank to carry 
them. We have approximately $70 million in mortgages that are 
worth 10 to 12 points less. If we charged that loss off, we would not 
show a profit. A private institution could not have carried those 
mortgages at par; they would have had to carry them at 88 or 89— 
whatever the market was. 

Again, it is so hard for me to answer your question, if you apply 
different methods of accounting with respect to financial institutions, 
whether or not it does show a profit. As a matter of fact, 1953 will 
actually show $5.8 million loss with our provision for evaluation of 
reserves. 

Mr. Passman. Is it not true that RFC under its financial] system 
at the end of the fiscal year has shown its profit and loss; has not 
that been the practice in the past? 

Mr. Cravens. It has always been the practice, I believe, to submit 
on December 15 an annual statement based on the preceding June 30, 
and that statement for 1953 will show actually a loss with this reevalua- 
tion of assets. It will show an operating profit without that. 

Mr. Passman. Has not that also happened with a lot of business 
and banking institutions on account of the drop in market value of a 
lot of bonds they are carrying? 

Mr. Cravens. I know of no bank that showed a loss. I know of 
no bank—-and I know a lot of them—that has shown any losses for 
1952 or 1953 or in recent years, even with their market writeoffs. 

Mr. PassMAN. Are they carrying a lot of their securities at par, 
whereas the market is below par? 

Mr. Cravens. Only Government securities. 
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Mr. Passman. A lot of them are carrying Government securities 
that are down as part of their financial assets. 

























FC Mr. Cravens. Yes. Again that illustrates my point. You might 

on. even show there was not any profit. 

od POLICY IN MAKING LOANS 

ng 

to Mr. PassMAN. In most instances, if not in all instances, your loans 
are made to firms that cannot get sufficient capital from banking 

it institutions and lending agencies. Is that correct? 

Mr. Cravens. That is certainly our policy today. I can speak for 
to that. And we are making loans, we think, to credit-worthy people. 
n Mr. PassMan. Is it not true that there is a limitation on most 
ge banks that they can lend borrowers only a certain percentage of their 
rt capital investment, of their capital stock? 

10 Mr. Cravens. That is true. 

Mr. PassMan. In many instances it could be a good loan that a 
2 bank or lending institution could not consider on account of the terms, 

or the amount of the loan because their capital structure would not 

t permit them to make the loan? 

e Mr. Cravens. That is true. But I would like to mention to you 
we have instituted a new policy in RFC that we require the borrower’s 
bank to go upstream to their larger correspondent and ask them to 
take participation before it is eligible with us. The previous policy 

1 was that the borrower had to go to at least three financial institutions 





and they would have had to have said they would not make the loan 
or extend the credit before the RFC would act. That had no meaning, 
because they were going to banks that were not familiar with the 
borrower and had no interest. It was just a formality. We have 
changed that now and require the borrower to go to his bank No. 

If the loan is in excess of that bank’s loaning limit, then that bank has 
to go to its larger correspondent up the line and see if they won’t join 
in the loan. If they don’t join in the loan, we then ask the bor- 
rower’s bank to make the loan and we will give deferred participa- 
tion for any excess beyond the limit which it takes. Then, if it is 
larger than that, we say we will have to have— 

Mr. Passman. The point I am making is this: I am familiar with 
many businesses in my district that in the past needed additional 
capital on account of some condition beyond their control. They 
would apply to their local bankers and they would say, “The amount 
of money you want is more than we can lend under either the State 
or national banking laws; we can only make a loan up to a certain 
percentage of our c apital structure.” In many instances, your agency 
could move in after they had been turned down by the banks and 
make loans to those companies, and a lot of times you saved them 


from bankruptcy. 
























IMPACT OF DISCONTINUING LOANS 









What is going to be the impact on those communities that depended 
on this particular agency for so many years when it really is abolished 
on June 30, 1954? 

Mr. Cravens. We think we have gone a long way to that answer 
under our present system by the fact that we are requiring the cor- 
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respondent bank to go up to its larger link in the chain, and this 
policy has reduced the number of applications we receive tremendously, 
In other words, a bigger use of the Nation’s correspondent banking 
system is absolutely essential to take care of small business. Keep 
in mind there is another factor in this. The banks are very jealous 
about business, and we have found the RFC being used to protect 
the bank’s business, and that is not a proper use of the taxpayers’ 
money. 

Mr. Passman. Correct. 

Mr. Cravens. So I think we will go a long way. I am talking 
about credit-worthy people. You are talking about credit-worthy 
people. I think we are going a long way by instituting the require- 
ment that the bank go up and take in its larger correspondent. It 
does not lose business if it goes from one town up to the larger city 
and gets them to take part of the business. 

Mr. Passman. I am worried paticularly about the limitations on 
these small banks. You have them all over the country where ther 
is a limitation on the percentage of the total capital that they can 
loan to any one borrower. 

Mir. Cravens. That applies to every business of any character. 

Mr. Passman. Of course, you are in the position of making an 
exception in RFC, provided the man has a financial statement to 
justify 

Mr. Cravens. Oh, ves 

{r Sisal an. So there could very easily be an impact on certair 
types of businesses that are interested in making long-term loans and 
therefore have not been able to borrow money from their local banks, 
and they operate through you. There could be some impact there; 
could the re not? 

Mr. Cravens. I think there could. I think it is something we have 
to work out. I think the banker may have to do a little better job 

I would like to call your attention to the fact that every business 
is faced with that problem. Every business of every size has its 
problem on bank-lending limitations. General Motors does. It has 
to go to so many banks today. Small business has the same kind 
of management problems. I think if a little work is done on that, 
we can help a great deal. 


SUGGESTED CONTINUANCE OF SMALL BUSINESS LOANS IN RFC 


Mr. Passman. We do not have any positive assurance that H. R. 
5141 will ever become law. It is my understanding that that has 
been turned down in the Senate committee, and, if we do not get the 
Small Business Administration set up, we will have to take another 
approach. 

Could not Congress place certain limitations on RFC or—let me 
confine it to the Reconstruction Finance Corporation—place the 
same limitations on your agency that we will have on this new Small 
Business Administration and let you continue using your name so 
that it will be easier and maybe more profitable than to liquidate? 

Mr. Cravens. Obviously, whatever Congress tells us to do we will 
do. They can certainly change us in any way they want. 

Mr. Passman. I certainly hope I am not misunderstood. I have 
always thought if you were going to permit another agency to do the 
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same thing you are doing, with the oe that they are dealing 
with smaller loans, you have the problem of liquidating RFC, and if 
you could continue with the same personnel and do the same job 
inder the name of the RFC that we would expect this new Small 

siness Administration to do, I would think there would be a tre- 
nendous amount of money saved. You are going to have to have 
idequate personnel for carrying on the liquidation process for 2 years 
‘ter 1954. 


DUPLICATION OF LOAN ACTIVITIES 


Mr. Gary. If the gentleman will yield there, it 
hat this new Small Business Administration 
present activities of the Small Defense Plants Corporation. Now, 1 he 
Small Defense Plants Corporation is doing the same thing that the 
Department of Commerce is supposed to do. 

There was never any need, in my judgment, for the Small Defense 
Plants Corporation, because it was a function of the Department of 
Commerce to aid business, and it has offices all over the United 
States. There is an office in Richmond. They were advising small 
business. Some people said they were only looking after big business. 
We do not have any big business in the city of Richmond or in that 
area other than branches of larger firms located elsewhere. All of our 
business enterprises are small. Therefore, if the Department of 
Commerce was no! servicing small business, they were not doing 
anything at all, and they ought to be abolished. But they could very 
readily do the job that the Small Defense Plants Corporation was 
established to do. Time and again operators of small business have 
come to me to ask how they could get in on defense contracts and 
various information of that kind which they should have, I sent them 
to the office of the Department of Commerce in Richmond and they 
always got the information. The Department of Commerce has a 
very helpful and efficient office in Richmond. 

It was not necessary to come there in the first place to set up the 
Small Defense Plants Corporation and I do not think it is necessary 
at the present time. I am in favor of small business. but I do not 
think it is necessary to set up the Small Business Administration just 
to look after small business, when you already have the Department 
of Commerce whose duty it is to look after that business. It is a 
duplication of effort. And here this new agency is to come in to take 
over work that is now being efficiently done by the RFC in the lending 
field after long years of experience. In my judgment we do not need 
any part of it. 

Mr. Canrievp. If the gentleman will yield there for a further in- 
quiry—and this is directed to Mr. Gary—is it not true, Mr. Gary, 
that the SDPC had certain powers under the law to help small con- 
tractors seeking Government contracts that the Department of 
Commerce did not have? 

Mr. Gary. We could have given those powers to the Department 
of Commerce, and that, in my judgment, is what we should have done. 
[ think instead of creating a new agency, we should give the powers to 
the Department of Commerce and the RFC and let them do the job 
and not duplicate the lending activities of the Reconstruction Finance 
Corporation and the administrative activities of the Department of 
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Commerce. We ought to use existing organizations rather than 
superimpose a new agency on top of them. 

Mr. PassMan. The point I am trying to make is the fact that you 
have the RFC as a going institution at this time and it is going to 
take some time to liquidate it between June 30, 1954, and June 30, 
1956. In all probability, it will be 1960 before you can liquidate the 
RFC because many of the loans will have to be refinanced and re- 
shuffled. For the time being, if the Senate passes H. R. 5141, you 
are going to have two agencies doing the identical same thing, one of 
them dealing with small loans and you are dealing with the larger 
loans. 

[ am just wondering why it is necessary to have two agencies do 
that since you have the facilities for credit supervision and have the 
job of liquidation to do after June 30. I say the Congress should have 
an opportunity for another look. I do not believe you are going to 
get H. R. 5141 through the Senate If we could have another look 
why would it not be better to continue the activities of RFC and let 
it continue in the same capacity we have indicated for the Small 
Business Administration. At least, it would save duplication of effort 
and personnel of supporting two agencies, when you already have a 
going agency here. 

Mr. Cravens. Congressman, I am placed in a very embarrassing 
position and have been for the past several weeks. I am trying to 
operate an agency as well as I know how with people with other ideas 
on legislation. I think there are 7 or 8 bills in the time I have been 
there that range from putting limitations on RFC to the creation of 
anew agency. The only thing I can do is to operate this Corporation 
the best way I know how and let Congress make up its mind. 


Mr. Passman. I am in complete accord with your views. 
(Discussion off the record:) 


COMPETITION OF RFC WITH PRIVATE BANKS 


Mr. Sreminski. Mr. Cravens, are you allowed to offer loans at a 
lower interest rate over a longer period of time than banks of a partic- 
ular district, or are your terms fixed by Congress? 

Mr. Cravens. Our terms are fixed by Congress only by time limi- 
tation, which is 10 years with respect to business loans. Whether that 
exceeds the limits that certain banks would normally go to depends on 
the management of those banks, except in the case of national banks 
where they take a mortgage on real estate. They are limited to 10 
years and 60 percent. As to the interest rate, historically I would 
say the RFC rates have been higher than the average bank rates. 

Mr. Sreminski. Therefore, can we say you are a competitor of a 
bank in the strictest sense in terms of granting loans or applications 
for loans that subvert the banking business? 

Mr. Cravens. You have to say that the Government is a com- 
petitor. Anybody in the same business handling the same commodity, 
which is money or credit, or reasonably the same commodity, on the 
same terms is in competition. 

Now, there may be times when we make a loan that the borrower’s 
specific bank might not make. But, broadly speaking, yes; it is com- 
petitive. You would not be in competition if you were loaning to 
submarginal credit, but if you are confining your loans to strictly 
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credit-worthy people, obviously you are 'n competition. But at least 
we know how to run it, and right now ve are trying to stay out of 
competition. We are requiring them to use us as a last resort to the 
private lending system, and then we will .ake a look at it. But I 
still have to say ‘‘Yes’’; it is in competition. 

Mr. PassMan. If the gentleman will yield, is it not true that you are 
not permitted to make loans that banks can and will handle? 

Mr. Cravens. We are not permitted to make them if credit is 
otherwise available to that particular borrower. 

Mr. PassMan. Then how would you be in competition if you make 
loans that they will not make? 

Mr. Cravens. It may not be with respect to that particular bor- 
rower, if it is well administered; but, strictly speaking, anybody in the 
lending business is in competition with another one in the same busi- 
ness. And obviously we have lower loan sights. If the borrower 
worked hard enough, he would get the private-enterprise system to do 
it. So, I think we probably have some loans which we have no busi- 
ness having, because of the sesfishness of the borrower’s own bank. 

Mr. Steminski. The reason I ask that is because I recognize with 
the temper of American politics at the community level, as I know 
them in America, people who run banks are just as human and enter- 
prising and able to fight and let prejudices prevail and ganging up 
against a particular segment of a community as anyone in a particular 
organization. For example, you say it is not the Government’s 
business to protect a bank’s business. 

Mr. Cravens. No. 

Mr. Sremenskt. If I could take the comments you made before, 
do I quote you correctly? 

Mr. Cravens. You certainly do. 

Mr. Sreminski. Now, you will admit, will you not, in the event of 
a situation such as we had in the early 1930’s, that the Government 
has as much business to protect the bank, which at law is a person, 
as it has to protect an individual, and do not you foresee the possibility 
may come where banks would have to come to you again for help, 
just as individuals came to Uncle Sam for help on the civil establish- 
ments? 

Mr. Cravens. Not in the foreseeable future. But for me to say 
there won’t be another 1933 depression is impossible. Of course, 
anything is possible. But, in the foreseeable future, I do not see 
anything like that. 

(Discussion off the record.) 


INCOME FROM SYNTHETIC-RUBBER PLANTS 


Mr. Steminski. | was told that our synthetic-rubber plants produce 
an income to the Treasury of about $16 million a year. Is that any- 
where near right? 

Mr. Cravens. I think, going back to the fiscal year 1952, it was 
right at $16 million. 

Mr. Steminski. Do you think, if we transferred the ownership to 
private hands, we would get the equivalent of $16 million in tax 
money to the Treasury, or would accounting systems prevail so that 
we would have nothing? 
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Mr. Cravens. Let me call to your attention that the operating 
profits for 1953 will be right around $61 million; that they will prob- 
ably be, we estimate, in excess of $70 million in fiscal 1954. We have 
accumulated losses of about $165 million as of this date. Next year 
if we do make $70 million, that will cut this loss down. 

Now, getting to the answer of where the Government comes out 
on this, I suppose if the Government were in all businesses—steel 
and everything else—they would take 100 percent of the profits and 
we would get more money into the Treasury than if they took 80 
percent or 60 percent. My guess is, however, that in the runber 
business, in the ope ration of those facilities and the expansion of 
them, as private enterprise will undoubtedly do, the Government, 
based on our own record, will do even better taxwise over the years 
than it would with all of this money invested in running the business 
particularly if we want to stay on the private-enterprise system. 

As I said, the Government might operate steel and everything else 
and take 100 percent of the profits, but I believe that, if it did, it would 
not make as much profit as it would get out of taxing business on what 
is being produced under the private-enterprise System. 


LOANS FOR ATOMIC ENERGY DEVELOPMENT 


Mr. Sreminski. Is it possible that the RFC may be the agency that 
private enterprise would come to to develop atomic-energy projects, 
once the situation is declassified, so that we can have power produced 
through atomic-engineering ability? 

For instance, in India today, I am told, there is the fear among 
some, particularly on-the-ground people, that Russia is going to get 
into India with atomic-energy development and stimulate power, 
irrigation, and industrial projects of that country and rep'ace us 
competitively. We, in the meantime, face the necessity of keeping 
atomic energy and what it can do in civilian channels secret on the 
basis that we are going to give away a vital war secret. 

Now, if industry cannot get money from the banks which derive 
their revenues from the citizens and people in the community, even 
if Atomic Energy wants a loan, can you see any place it can go today 
to carry out its research and development other than this agency or 
the Export-Import Bank, which are both units of our Government? 

Mr. Cravens. It will not need to. If you let industry participate 

»atomic-energy program, as it becomes vital to us, industry will 
he money to take care of the development that it needs. And 
don’t you have any reservations about it. 

Mr. Streminskt. That is good, because what puzzles me-and makes 

ask the question is that United States Steel, through Brazilian 

ts, negotiated through the Export-Import Bank a few years 

ago a credit of some $200 million to develop manganese in Brazil. 

Now Big Steel is certainly one of the biggest operators in the market; 

vet, it came to an agency of this committee to obtain credit to develop 

manganese in Brazil, and certainly we had the private resources and 
market to develop that 

I ask that in order to let us know and let Congress know whether 
some big operators can only come here. Your answer, of course, tells 
me no; they should not come. 
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Mr. Cravens. And should not need to. I am not familiar with 
the aie circumstances of the loan you refer to, but a loan outside 
the confines of the sovereign United States in another sovereign 
country is a wholly different animal than asking lenders of this country 
to put money in this country rather than outside it. You know what 
happens under foreign governments and the changes in them and so 
forth. In my opinion, there would be no shortage of capital or money 
for atomic energy development in this country in the next 30 years 

Mr. SreMINSKI. I am glad to hear it. 


SALE OF LOANS TO PRIVATE INDUSTRY 


Mr. Gary. I would like to ask another question. 

You make loans originally that the banks will not handle. How 
are you able, therefore, to sell those loans to banks? 

Mr. Cravens. Well, let us assume the bank would not make the 
loan because of the terms and the abnormal risk and it was not 
within the bank’s limitation. After that loan is made, business does 
not stay static; it either gets better or worse. And many times, and 
a large percentage of the times, those businesses grow to be quite 
substantial. There is no sense in the RFC staying in for 10 years or 
8 years after the first, second, or third year they are made. I mean 
we have no loans in such proportions that 2 banks, or 3, or a large 
group of banks will not take them. Our job is to try to find a private 
lending market for these loans as and when the borrower gets bigger 
and stronger. And answering your question, a borrower today may 
be a lot different this time next year and this time the year after. So 
the same conditions that prevailed at the time the - un was made do 
not necessarily prevail a year later or 2 years later or 3 years later 

Mr. Gary. Then, too, as a part of the loan is paid off if becomes 
more desirable. 

Mr. Cravens. It gets down in proportion. Let me add this, too, 
so that we have all of this fully understood. Take a public agency 
loan to a small community for a sewage system or water system or 
something. At the time, they cannot convince bond buyers that there 
is proper coverage, that the bonds will be serviced. But after they 
have established their record, after they are in operation, after the 
taxes are collected, then many of those bonds are marketable, and there 
is no use in our holding them for 20, 30, or 40 years to sell them, even 
though we have to take some market losses to co it 

Mr. PassMan. Has that been the procedure all the Was through the 
RFC—as soon as a loan has been developed to where private enter- 
prise could handle it, it would be transferred over to them, or is 
that something new with the agency ? 

Mr. Cravens. I think all | can tell you on that, not having had to 
do with the previous administration, is what I glean from the records, 
which would indicate there have been attempts to sell out all publie 
agency securities they could. I have not seen that there has been the 
same amount of effort applied to the rest of their holdings, but that 
is purely an observation on my part. 
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AMOUNT OF BUSINESS LOANS 


Mr. Canrretp. What is the total amount of industrial and com- 
mercial loans outstanding as of the most recent date on which you have 
such information? 

Mr. Cravens. It is $651 million outstanding and $146 million in 
commitments, exclusive of DPA, as of May 31. 

Mr. Canrretp. Are any of those loans in excess of $1 million? 

Mr. Cravens. Not many percentagewise. I think, as | remember 
it—and Mr. Wilson can give it to you accurately under $500,000 
we have approximately 7,000 loans. 

Mr. Witson. That is right. 

Mr. Cravens. And over $500,000 we have less than 200. About 
2 percent are over $500,000, and what would be over $1 million is 
less than that. 

Mr. Canrietp. Could this committee be provided with a list of 
those in excess of $1 million? 

Mr. Cravens. Oh, yes. You want the borrower’s name and 
identity? 

Mr. Canrreip. And the amount. 

Mr. Cravens. May I interpose one question? Is that over $1 
million or $1 million and over? 

Mr. CANFIELD. $1 million and over. 

Mr. Cravens. We will do that. 

(The information requested follows:) 


Reconstruction Finance Corporation Business loans of $1,000,000 or more, 


May 81, 19538 


[In thousands of dollars] 


Legislative Amount Amount 
authority undisbursed | outstanding 


Alabama: Alabama Grain Elevator RFC Act $194 $1, 234 

I i 
ypper Cities Mining Cx do 5, 500 2, 000 
Llanuel Copper Corp Sec. 302 DPA. 2, 254 | 1.746 


ria 
oastal Plywood & Timber Co RFC Act 3 , 310 
r ta Oil Depot Sec, 302 DPA 

lexander & Barsoom, In¢ RFC Act | 040 


raft Corp do 2, 984 
Steel Corp do , 452 
Roach, Hal, Studios, In¢ do . , 179 
Varia Associates Sec. 302 DPA... F } , 116 
Connecticut 
Fenn Manufacturing Co RFC Act 
Do Sec. 302 DPA 
New Haven Clock & Watch C« RFC Act 


do 
+, 302 DPA 


1 Water achinery Corp ; 
Shallow Water Refining Co 


iver Steel Corp do , 559 | , 997 

See. 302 DPA 010 

ind: Johns Hcpkins University do 4 i 99 
P. Corrugated Box Corp RFC Act 745 
switch, Ir Sec. 302 DPA 235 , 265 
Chen | Corp do 2, 099 
ham Watch C RFC Act 1, 375 








909 












Corporation— Business loans of $1,000,000 or more, 


Vay 31, 1958—Continued 


Reconstruction Finance 











[In thousands of dollars] 










sogistative 
Name and location of borrower I islative 
autt 





iority undisbursed 










Michigan 



































Detroit Steel Corp RFC Act $14, 000 $29, 850 
Federal Fawick Corp lo 1 3, 114 
Huck Manufacturing Co do 1, 400 
Kaiser-Frazer Corp i 24, 963 
Kaiser-Frazer Sales Corp do 8, 422 
White Pine Copper Co Sec. 302 DPA 39, 199 17, 986 
Mississippi: Mississippi Chemical Corp RFC Act OK 2, 845 
Missouri: American Fixture & Manufacturing Co do 1. 532 
New Jersey 
Couse Manufacturing Co., In Sec. 802 DPA 144 830 
MeGlynn Hays Industries, Ine io 167 1,017 
Spencer Wire Corp do 255 1, 342 
New York 
Carthage Hydrocol, Inc RFC Act 17.750 
Maxson Corp See. 302 DPA 1, 298 
Segal Lock & Hurdware Co., Inc RFC Act 1, 448 
Specialties, Ine Sec. 302 DPA 4,441 
North Carolina: Aviation Fuel Terminals, Ine do 1, O88 
Ohic 
Glass Fibers, Inc RFC Act 1, 996 
Standard-Thomson Corp Sec. 302 DPA 1, 564 6 
lyson Bearing Corp Rt Act R55 
Do Sec, 302 DPA 100 1,375 
Wellman, S. K. Co do 3 } 
Yeager Co RFC Act l ) 
Oklahoma: Jonco Aircraft Corp Sec. 302 DPA 1, 155 
rego 
Oregon Fiber Products, Ine RFC Act 3, 100 
Roseburg Lumber C« do 1, 91€ 
nnsylvania 
Autocar Co RFC Act 1, 909 
Lucerne Coke Co Sec. 302 DPA 1, 646 
Piasecki Helicopter Corp RFC Act 362 
Do Sec. 302 DPA 512 4, 286 
Sharon Tube Co RFC Ac S75 789 
Shenango Agaloy Tubing Co do 2, 500 
south Carolina: Carolina Giant Cement Co do 3, 232 
Wheland Co de 3, 975 
Mid-South Refrigerated Warehouse Sec. 302 DPA 327 923 
Texas 
Alford Refrigerated Warehous RFC Act 3, 199 
Eastern States Petroleum Co., Ine Sec. 302 DPA 2, 100 
Hyde Corp RFC Act l 1, 093 
Lone Star Steel Co do 18, O06 30, 441 
Do Sec. 302 DPA 37, 000 
lexas City Refining Co RFC Act 4 ; 
lexas Consolidated Oil C do 814 12, 448 











Alive l Paper Manufacturing Co dk ) 

Reynolds Metals Co do 22, 143 

Virginia Lincoln Corp do 825 655 
West Virginia: West Virginia Steel & Manufacturing Co do 3, 08 
Canada: Steep Rock Lron es 











RAILROAD LOANS 










Mr. Canrietp. Many of your loans are those to railroads. 
you give us the total amount of railroad loans? 
Mr. Cravens. $76 million. 









BANK LOANS 





REPAYMENT OF 









Mr. Canrie.p, As has been pointed out here today, during the early 
days of the RFC many loans were made to banks and trust companies 
to keep them above water. Have the most of those loans been repaid? 
Mr. Cravens. I do not remember the gross total. For the most 
part, they have been, because we only have $46 million left to banks. 
Mr. CanFie_p. The amount outstanding? 
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Mr. Cravens. That is about $46 million. I cannot tell you th: 
lieu amount made. 

Mr. Witson. It is something in excess of $1 billion; I believe about 
$1.3 billion in purchase of preferred stock, capital notes, and deben- 
tures. 

Mr. Cravens. That would be a good ratio—from $1.3 billion down 
to $46 million. So you can see that the bulk of them have been paid 


OBLIGATIONS AGAINST POLITICAL SUBDIVISIONS 


Mr. Canrretp. To what extent does the RFC hold obligations 
against political subdivisions of States and Territories, and will you 
describe the nature of some of these obligations? 

Mr. Cravens. We have $25 million. There were 269 of then 
covering almost every kind of public agency project, irrigation. 
sewage, water systems, and so forth. 

Mr. CANFrieLp. Are some of them to States, or to subdivisions? 

M1 Cravens. They would be State agencies but not States per ss 

‘ local subdivisions, generally speaking 
‘ANFIELD. Are these political subdivisions meeting their pay 


(RAVENS That depends on whether you are talking about 
original terms or not They have been adjusted in some cases. 1] 
would say the old loans we still have represent the bottom of the 
barrel. Is that a fair statement, Mr. Mason? 

Mr MASON. Yes, it Is. 

Mr. Canrretp. Have there been some losses in this category? 

Mr. Mason. We have had a number of chargeoffs, yes. 

Mr. Cravens. Did you mean losses in the sales of them or in the 
liquidation of them? 

Mr. Canrretp. Both. 

Mr. Cravens. In liquidations there have been chargeoffs. I 
assume in sales there have - ‘en some market losses or some market 
profits. So you might answer that question by saying yes, we have 
had some chargeoffs in liq ‘a listen and those we have sold at market 
we Ez brought us sometimes losses and sometimes profits. 

Mr. CanrieLtp. But your general experience in this category has 
been 

Mr. Cravens. I would say reasonably good. 


REPAYMENT OF DISASTER OR CATASTROPHE LOANS 


Mr. CanFieLtp. What is your experience on repayment of so-called 
disaster or catastrophe loans? 

Mr. Cravens. About 5 percent losses on disaster loans. I would 
think that is good considering the nature of the loan. It is semi- 
relief. 

LOANS FOR CIVIL-DEFENSE PURPOSES 


Mr. Canrretp. The RFC has authority also to make loans for 
civil defense purposes, as you have pointed out. Has this authority 
been exe re ised to any great extent? 

Mr. Cravens. Not through fiscal 1953. We have $1 million in 
omer Shiite! at May 31, and $4,300,000 in commitments. 
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Mr. Canrie_p. What is the general nature of that type of loan? 
Mr. Cravens. Right now there are 6 or 9 hospital applications 
pending. 


OBLIGATIONS TO LIQUIDATE WARTIME ACTIVITIES 


Mr. Canrigtp. What is the amount of obligations held by the 
RFC to liquidate wartime activities? . 

Mr. Cravens. Well, we have in properties about $22 million 
That is actual real properties or plants. And I have shown you 
that the bulk of that we cannot do much with because there are 
conditional sales contracts or they are under long-term leases o1 
there are options to purchase. 

At the present time we have $16.6 million in receivables, some of 
which have very little value. We have a reserve of $10.5 million 
avainst these receivables 


LEGALITY OF COMMITMENTS BEYOND JUNE 30, 1954 


Mr. Canrretp. A report before the subcommittee indicates that 
as of February 28, 1953, the RFC had authorized the purchase of 
$16,791,000 5-percent coupon bonds to aid in financing the construc 
tion of a hydroelectric power plant and improving an existing utility 


system in Pend Oreille County, Wash Four million dollars of the 
bonds had been acquired, but further acqulsitlons of the bonds were 


to be made in blocs as funds are required for construction, This is 
perhaps only one of a number of contracts of a continuing nature 
entered into by RFC. Since the authority under which RFC operates 
will expire on June 30, 1954, how can such contracts be honored? 

Mr. Cravens. The termination of its lending authority in no way 
affects the legality of its commitments, and some of the projects under 
section 302 loans go on for several years. Some carry the last dis- 
bursement into 1956, I think. But, answering your question, the 
termination of lending authority in no way aflects the legality of 
commitments. 


DISPOSAL OF SYNTHETIC RUBBER FACILITIES 


Mr. Canrieip. Recapitulating on your rubber and abaca program, 
I have a few questions. Under the program to transfer the Nation’s 
synthetic rubber producing facilities to private ownership, what 
chance do you think there is of accomplishing this objective before 
the end of fiscal year 1954? 

Mr. Cravens. If the Congress passes the required legislation 
promptly, it seems to me the very best we could do would be to be in 
position to effectuate the transfer June 30, 1954, or some date sub- 
sequent to that. So for our budget purposes we believe we will be 
operating them all through the next fiscal year regardless of the deter 
mination of Congress. In view of the time element of getting material 
ready for bids, permitting sufficient time for people to bid, and 
sufficient time to negotiate the bids, and sufficient time for Congress 
to have veto power on making the transfer, I think we are safe on 
June 30, 1954, in our budget. 
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Mr. CanFietp. You have stated that there is some question 
concerning the adequacy of your proposed inventory of 85,000 tons 
during a period of transition. Could you be more explicit in this? 

Mr. Cravens. We have based our June 30 rubber inventory on the 
most efficient operation we could attain through fiscal 1954 without 
regard to the disposition of these facilities. There are some pro- 
ponents of a high transitory inventory, as you may have heard in 
both the House and in the Senate. I emphasize this because we have 
based the budget with no respect to a transitory inventory. If the 
Congress in the final rubber legislation should say the RFC must build 
build up a 200,000-ton inventory for transition, I would have to revise 
my budget. Personally, I would hope the Congress would not make 
any suc h re quirement. We wil require industry to use its own funds 
to build up the inventory rather than the Government’s funds. 


OPERATION OF TIN SMELTER 


Mr. Canrretp. As to tin, the budget for your tin smelter limits 
production to those ores and concentrates which you now have on 
hand plus those which you have already contracted for. Will this 
be sufficient to keep the smelter in operation throughout 1954? 

Mr. Cravens. Yes; it could keep the smelter in operation through- 
out 1954, although operation at such a low level would be extremely 
inefficient. 

Mr. CanFietp. The tin situation that you described today presents 
a rather serious picture. As I understand it, the contracts under which 
both ores and tin metal will be delivered in 1954 are based on a $1.21% 
per pound selling price, yet the present market is around 92 or 93 cents. 


Will you tell the committee how RFC happened to get into this 
position? 

Mr. Cravens. I do not know except when the contracts were 
negotiated early in 1952 our tia situation was one of shortage, rather 
than overproduction. It was when RFC did all the tin purchasing 
and there was no free market of tin. Private industry was not per- 
mitted to import its own tin on its own account until August 1952. 


‘ 


Previous to that time, the situation was one of shortage, and the RF¢ 
was required to furnish all the Government and civilian requirements. 
Later, tin became in full supply, and now tin is in oversupply, so the 
price broke this spring pretty badly, and it does not seem there is 
any way to strengthen it. 

Mr. Gary. Will the gentleman yield right there? 

Mr. CANFIELD. Yes, indeed. 

Mr. Gary. Do I understand the Government can get all the tin it 
needs now from private industry? 

Mr. Cravens. The Government has substantially all the tin that 
it needs in stockpile. The stockpile will be completed very shortly. 
Therefore the Government has no further use for tin. Only industry 
has use for tinnow. Industry is now importing its own tin, so that the 
only market we have for our tin is the remaining balance that goes into 
stockpile. Thereafter it goes in surplus inventory. 

Mr. Gary. Off the record. 

(Discuss'on off the record.) 

Mr. Gary. Mr. Chairman, as well as I recall, Mr. Symington, when 
he was the head of RFC, came before our committee about the time 





913 


this tin contract was signed and stated that he considered he had 
made a very fortunate contract at that time because they were having 
some trouble with Bolivia and that he felt they were holding him up 
for a high price, and he finally got them down to what he considered 
a reasonable price. 

Mr. Cravens. I am not sure wha, the prices were at the time, but 
I think he got it from 1 level of $1.83 down to $1.21. When you 
talk about a difference of 60 cents a pound in tin, you are talking 
about 2 lot of money, as well as a lot of money between $1.21 and the 
present market price of 92 cents. 


CONSULTANTS 


Mr. CaNnFIELD. Some question has been raised in the past concern- 
ing the employment by RFC of numerous staff assistants hired on a 
fee basis. What provision does your budget make for this? 

Mr. Cravens. We provide for some consultants, but on a strictly 
consultant basis. In the tin and rubber programs there are carried 
over a few consultants that are unobtainable on any other basis. 
They are loaned to us by industry, and I consider them truly consult- 
ants. We will have in addition to that a number of consultants from 
time to time on special type work. Other than tin and other than 
rubber and other thaa these special type coasultants that will be of 
short term duration, we do not have ta our budget any so-called 
permanent consultamts that, in spimt, 1 do not think are proper. 
Those provided for in our budget are truly consultants. 


REDUCTION IN NET EXPENDITURES 


Mr. CanrieLtp. Without objection, there will be inserted in the 
record at this point a copy of a letter dated June 18, 1953, from the 
Honorable Joseph M. Dodge, Director, Bureau cf the Budget, ad- 
dressed to the Honorable Kenton R. Cravens, Administrator of the 
Reconstruction Finance Corporation. 

(The letter referred to is as follows:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupDGeEt, 
Washington 25, D. C., June 18, 1953 
Hon. Kenton R. CRAVENsS, 
Administrator, Reconstruction Finance Corporation, 
Washington 25, D. C. 

My Dear Mr. Cravens: Our letter of April 7, 1953, called for certain reduc- 
tions in the forecast of net expenditures for your agency based upon a review of 
your 1954 budget estimate. Program changes which have occurred since that 
date make it necessary to further revise the net expenditure estimates for 1954. 
You are expected to adjust your recommendations accordingly and present these 
revisions to the Appropriations Committees. 


Reductions in net expenditures for 1954 


Amountin | Revised 
1954 budget | mount 


Lending program $5, 215, 000 | —$154, 000, 000 AO, 215, 000 
Production and liquidation programs — 125, 000, 000 — 134, 819, 50% Sif 


1 500 
Administrative expense limitation (13, 300, 000) (10, 100, 000) ( 


Total —119, 785, 000 — 288, 819, 500 169, 034, 500 
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forecast of net expenditures for the production and liquidation programs 

mplates that the inventory of GR-S rubber on June 30, 1954, will be no 

than 85,000 long tons, and that the aleohol butadiene facilities will bs 

rawn from production as soon as stocks of aleohol presently contracted for 

consumed. The forecast also assumes elimination from the rubber program 

all expenditures for Dow catalyst conversion except for the one project initiated 
fiscal year 1953 

The Office of Defense Mobilization is currently studying certain problems 

T ited to tl yperation of the tin smelter and the results of this review may 

require adjustments in the program which cannot be accurately determined at 

this tim rdingly, the 1954 net expenditures for the tin program do not 

new purchases of ore for continuation of productio! 

xhausted or for placing the tin smelter in standb 


s matter should be clearly presented to the appr 


Jos. M. Doncer,. Directo 
ADMINISTRATIVE EXPENSES 


Mr. Canrietp. Also, without objection, there will be placed in 
the record at this point pages 1, 10, 11, 30, and 31 of the justifications 
showing a breakdown of administrative expenses; and following those 
insertions will be placed in the record pages 2, 3, and 7, which give 


an explanation of the decreases and increases in the estimates. 
The matter referred to is as follows: 


Reconstruction Finance Corporation {dministrative eX PENSES 


ration for 1953 (Public Law 547 $15, 000, 000 
I stimate d SAaVINgs, 1953 750, 000 


expenses, 1953 14, 250, 000 
i expenses, 1954 100, 000 


Lo0, OOO 


ANALYSIS OF CHANGE IN ESTIMATES 


, OOO 
eases 

Simplification of operating procedures and reorganiza- 
tion cf field offices , 000 
Aquidation of World War II programs 000 
Jecrease in number of outstanding loans to be serviced 000 
Jiscontinuance of tin purchase program 000 
Jiscontinuance of fiber expansion program 30, 000 


Total 000 
increases 
Allocation » RFC of loan application costs currently 
charged to Defense Production Act lending activity 250, 000 
Increase in rental rates charged by General Services Ad- 
ministration for Washineton office space 53, 000 
Nonrecurring costs in connection with reorganization of 
field offices 
Expenses in 1953 $80, 000 
Expenses in 1954 100, 000 


Net increase 20, 000 7 O00 
IT vestigations of RFC er plovees in sensitive 
positions, pursuant to Exeeutive Order 10450 of Apr. 27, 
1953 I: 


000 
000 


> 
. 


Replace ment of automobiles 


Estimate 1954 10, 100, 000 
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ruction Finance Corporation Administrative expense dget by programs 
Analysis of changes in estimates 


LENDING PROGRAM 
stimate, 1953 3 000 
istimated decreases 
Simplification of operating procedures and re- 
organization of field offices $3, 866, 000 
Allocated to Defense Homes Corporation (de- 
d 1c1 7, 000 
000 
Decrease in number of outstanding loans to be serviced 000 


Subtotal : 000 
mated increases 
Allocation to RFC of loan application costs currently charged 

to Defense Production Act lending activity 250, 000 
Increase in rental rates charged by General Services Adminis- 

tration for Washington office space 84, 000 
Nonrecurripg costs in connection with reorganization of field 
»ffices _ OOO 


( 


Histimate, 1954 55, 000 


SYNTHETIC RUBBER PROGRAM 
Estimate, 195% ao 5, 000 
Kstimated decrease: Simplification of operating procedures 53, 000 


Subtotal 862, 000 
Estimated increases: 
Inerease in rental rates charged by General Services Adminis- 
tration for Washington office space 9 000 
Security investigations of RFC employees in sensitive posi- 
tions, pursuant to Executive Order 10450 of Apr. 27, 1953 9, 000 


I.stimate, 1954 , 000 


rIN PROGRAM 
Estimate, 1953 7 , 000 
Estimated decrea 
Simplification of operating procedures 50, 000 
Discontinuance of tin purchase program 30, 000 


Subtotal 7 330, 000 
timated increases: 
Increase in rental rates charged by General Services Adminis 
tration for Washington office space 000 
Security investigations of RFC employees in sensitive positions, 
pursuant to Executive Order 10450 of Apr. 27, 1953 2, 000 


Estimate, 1954 , 000 


FIBER PROGRAM 
Estimate, 1953 5, 000 
Estimated decreases 
Simplification of operating procedures ‘ O00 
Discontinuance of fiber expansion program 30, 000 


Subtotal 35, 000 
nated increase: 
Increase in rental rates charged by General Services Admir 

istration for Washington office space , 000 
Security investigation of RF'C employees in sensitive positions, 

pursuant to Executive Order 10450 of Apr. 27, 1953 000 


etir 


Estimate, 1954 000 
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Reconstruction Finance Corporation—Administrative expense budget by programs— 
Analysis of changes in estimates—Continued 


LIQUIDATION PROGRAM 
Estimate, 1953 $625, 000 
Estimated decreases 
Simplification of operating procedures and reorganization of 
field offices ; ‘ 38, 000 
Liquidation of World War II programs d 165, 000 
Subtotal 422, 000 
Estimated increase: 
Increase in rental rates charged by General Services Admin- 
istration for Washington office space 8, 000 


Estimate, 1954 430, 000 


Reconstruction Finance Corporation— Administrative expenses 
AMOUNTS AVAILABLE FOR ACCRUED ADMINISTRATIVE EXPENSES 


Actual, Estimate, | Estimate, 
1952 1953 1954 


750, 000 $15, 000,000 | $10, 100, 000 
545, 785 750, 000 


$17, 


nistrative expenses under limitation , 204, 215 | 14, 250, 000 10, 100, 
ve expenses not under limitation 
bursements fron the sccounts 60, 401 45, 000 
n expense and legal fees 403, 962 395, 000 395 


inistrative expenses 7, 668, 578 | 14, 690, 000 i0, 495, 
ACCRUED ADMINISTRATIVE EXPENSES BY PROGRAMS 


36, 060 '$11, 100, 000 . 455, 000 
and sa 765 2, 115, 000 OOK 
and tin 527 ) 410, 000 000 

of fiber 176. 7 185, 000 000 
of assets of Smaller War Plants Corporation 50, 14 75, 000 9. 000 
f other World War II assets and liabilities , 09 550, 000 000 


ition oO 


tal program expenses 7, 282, 14, 435, 000 285, 000 
trative expenses distributed to capital accounts 386, 283 255, 000 OOF 


l administrative exper 7, 668, 578 | 14, 690, 000 . 000 


ACCRUED ADMINISTRATIVE EXPENDITURES BY OBJECTS 


nber of permanent positions 


equivalent ofall other positions 


1umber of all employees 


laries and grad 
I schedule gra 

verage Salary 5, $5, 603 $5, 521 
grade 7.6 7.8 7.7 
protective, and custodial grades 

rage Salary $2, $2, 965 $3, 105 
erage grade 3.2 3.3 3.5 
led positions: Average salary 5 3, $3, 929 $3, 929 


erage 


rvices 

ent positions $13, ), $12, 050, 000 | , 000 
ne and temporary positions 23 113, 000 | 000 
pay in excess of 52-week base 5 46, 000 31, 000 
nents above basic rats } 23, 000 2, 000 

ess of annua! leave earned over leave taken = 
cess of annual leave taken over leave earned (deduct) 5, 000 3, 000 
otal personal services ° » tidy 12, 227, 000 8, 188, 000 
luct portion not subject to limitation 87, 85, 000 | 52, 000 


Net personal services under limitation , 686, 12, 142, 000 | 8, 136, 000 
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Reconstruction Finance Corporation— Administrative expenses—Continued 


ACCURED ADMINISTRATIVE EXPENDITURES BY OBJECTS—Continued 


02 rravel 5 12' 10, 000 $280, OO 
03 Transportation of things 9, 55 5, 000 60, 000 
04 Communication services f $5, 000 205, 000 
05 Rents and utility services », 5 55, 000 948, 000 
06 =Printing and reproduction 5 35, 000 000 
07 Other contractual services 
Fees for other professional service 4, 646 000 25, 000 
General Accounting Office audit exper 1%), O34 5, 000 195, 000 
Services performed by other agencies ( ) 1, 000 +, 000 
Other contractual services 101. 169 90. 000 75. 000 
0&8 Supplies and materials 116, 853 77, 000 12, O00 
Equipment 5, 392 , 000 000 
Refunds, awards, and indemnit 000 O00 
Taxes and assessments ) { 9 000 7.000 
nvouchered 5. 000 


Total accrued administrative expenditures under limitation 17 215 50, 000 


EXPLANATION OF DECREASES AND INCREASES IN ESTIMATES 
DECREASES 


ee Simplification of operating procedures and reorgani2 zation of eld offices; 
$4,227,000.—A comprehenisve program has been instituted in the C orpor ation to 
increase efficiency and reduce operating costs. Principal features of the program 
are consolidation of Geld-offiee functions and simplification of operating proce 
dures in all phases of the Corporation’s activities 

Realinement of 34 field offices, effective July 1, 1953, will result in division of 
the country into 8 regions for RFC activities instead of the present 28 districts 
Regional headquarters will be established in 8 of the present loan-agency locations, 
with branch offices being maintained in 26 other locations. Consolidation of 
field office functions will eliminate substantial amounts of overhead expense, and 
the greater concentration of workload connected with loan application and admin- 
istration activities will permit more efficient utilization of personnel. Poth the 
regional-loan agencies and the branch offices will be equipped to provide assistance 
and financial advice to small business and to receive applications for loans 

It is estimated that administrative requirements for the reorganized field-office 
operations during fiscal year 1954 will be 555 man-years and $3,390,000 less than 
the amount required for fiscal year 1953. 

Adjustments to the Washington office staff consistent with the smaller field organ- 
ization and simplified operating procedures will effect an additional reduction of 
141 man-years and $837,090. The total savings attributable to this program are 
estimated at 696 man-vears and $4,227,000. 

2. Liquidation of World War Il programs, $165,000.—The budget for this 
purpose is based upon continued orderly liquidation of assets and liabilities ac- 
quired under terminated World War II activities. It is estimated that the assets 
of these programs will be reduced from $22 million to $14 million during fiscal 
year 1954. This will permit a reduction of 22 man-years in the staff assigned to 
this work, and $165,000 in administrative costs. 

3. Decrease in number of outstanding loans to be serviced, $140,000.— During 
fiscal year 1954 it is anticipated that the number of loans repaid in full will exceed 
the number of new loans placed on the Corporation’s books by approximately 800 
This decrease in the loan portfolio to be serviced will permit a savings of 24 man 
years and $140,000 in administrative costs 

4. Discontinuance of tin purchase program, $30,000 Prior to August 1, 1952, the 
Corporation acted as sole importer for all tin metal purchased for the national 
stockpile and industrial consumption. Beginning August 1, 1952, private im- 
portation of tin métal was resumed, and the Corporation’s purchase program was 
terminated. This will reduce the administrative requirements of the tin program 
by 6 man-years and $30,000 in fiscal year 1954. 

5. Discontinuance of fiber expansion program, $30,000.—In fiscal year 1952, the 
Corporation undertook a program to expand the abaca plantations to a total of 
50,000 acres in accordance with a Presidential directive issued under Public Law 
683, 8lst Congress. On April 10, 1953, the President issued a new directive 
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iced to that required to provide a total of 
00 acres d -ult tie to al This will permit savings of 4 man-vears 
£279 N00 


Defense Produ 

; 10161 and 1028) 
302 of the Defense 
consideration under 
authorities If the 
ged either to DPA 
ich the loan is 
qually. Wit 

an application 


the costs of 

1, must be 

re of this 

poration s 

e der ( che reorgar 

i be $250,000 Although this repre- 

s cost to REC rather than DPA will 
S250.000 

idministration for Wash 

eneral Services Admin- 

1 by $1.09 per 

applied to the 140,000 square 

will increase the total rental 

»amount which would be charged 


ation of field offices $20,000. 
es of a nonrecurring nature in 
The major items involved are 
and ¢ quipment; tran sferring pe rsonnel, together 
1 goods; restoration of quarters previously leased 
neellations It is estimated that the total amount 


xpenditures w } S180.000 F this amount $80,000 will be expended 
ur: 1953 and $100,000 will be required in fiseal vear 1954. The difference 
2 amounts, $20,000, represents the ineres in nonrecurring expenses 


f REC employees in ser e positions, pursuant to 
1953, $12,000.—In compliance with the pro- 
57 positions in the Corporation have been desig- 
ted that reimbursement to the Civil Service 
cing a fi ield investigation of the employees 
be S$12.000 

gy 000 it vear 1953, the Corpora- 
of its production and 
oecurred in fiseal vear 
e Corporation will be 
1 program However, 

ren 


naining ‘vehicles will 


aintenance expense 


allowances. 
XPLANATION OF D {EASES AND INCREASES 


DECREASES 


nsferring emplovees, an ‘ir families, in the 
imated at $32,000 in 195: $22,000 in 1954 
recurring costs, a reduction of $20,000 is estimated 
gton office. This is attributable primarily to the 
8 regional loan agencies, which will entail fewer 
rvision of agency operations. 
The reorganization of field offices and staff 
l : office will deer e space requirements of the 
Corporation by approxim: 111,000 square feet and effect savings in rental costs 
of $260,000. This is partially offset by a change in the rental rate charged for 
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Washington office space from $2.56 per square foot to $3.65 per square foot, 
effective July 1, 1953. This rate adjustment, applied to the square footage 
required in Washington in 1954, will increase rental costs by $153,000 over 
the amount which would be charted at the 1953 rate. The net decrease in rental 
expense, therefore, is estimated at $107,000. 

Taxes and ass ssments, $2,000 The reduction in the number of employees in 
Washington and field offices in fiscal year 1954 will be accompanied by a reduction 
of an estimated $2,000 in the Corporation’s share of taxes imposed by the Federal 
Insurance Contributions Act 

Communication services, $30,000; printing and reproduction, $5,000; other con- 
tractual services, $15,000: fees for other p ofessional ee rvices. $5.000: sup) s and 
materials, $2,000.—The consolidation of field offices will effect proportionate 
reductions in the cost of local telephone service; the number of forms, circular 
letters, and other printed material required in the conduct of field operations; 
miscellaneous professional services; costs of normal repairs and alterations to 
leased premises; and miscellaneous administrative supplies and materials 


INCREASES 


Transportation 0 l nds $1 5 000. TI e cost of transporting tie housel old 
goods of transferred employees, and the movement of equipment and official 
records in connection with reorganization of RFC field offices, is estimated at 
$30,000 in 19538 and $48,000 in 1954. ‘This increase of $18,000 in nonrecurrin 
expenses is partially offset by an estimated decrease of $3,000 in the normal 
expense of transferring property and records between loan agencies and between 
the Washington office and the loan agencie 

Services perform d hy other agencies, $48,000. In fiscal vear 1954, operation 
of the telephone switchboard in the Washington office will be discontinued by 
the Corporation, and service will be provided through an area switch 
the supervision of General Services Administratio1 Alt 


} 


} } 


oat lun le r 


service, est ated at $32,000, will increase is category of « 
} 


offset by savings of $43,000 in salari vitchboard opera 


the Corporation avroll. 


The other increase in this class of expense is $12,000 to | paid to Civil Ser 
; : 


Commission as reimbursement for the cost of making security investigation 
ol RI Cen plo ees 1D 


in sensitive positions. These investig: are in compliance 
with Executive Order 10450 of April 27, 1953. 

The 2 increases explained above, $32,000 and $12,000, are partial 
a decrease of $1,000 in the cost of miscellaneous services performed for t! 
ington office by General Services Administration. This results from the 
in the Washington staff 

Equipment, $7,000 During fiscal vear 1953, the Corporation operate: 
of 77 automobiles in the pe rformance of its producti ym and lendir 
The latest replacements to this fleet occurred in fiscal year 1952 
of automobiles t« tain vy the Corporation will be reduced to 57 
of the field off reorganizs gram However, during fi 
it is estimated that f the remaining vehicles will 
in excess of 60,000 miles each. Replacement of these vehi 
the interest of economical operating and maintenance expr 
estimated to be $7,000, after giving effect to trade-in allowance 


19538 BUDGET 


Mr. CANFIELD. It is noted that of the $15 million made available 
from RFC funds for its administrative expenses for fiscal year 1953, it 
is indicated that only $14,250,000 will be required. Does this reflect 
a lesser workload than was anticipated or an increase of efficiency in 
handling the work of the Corporation, or both? 

Mr. Cravens. The $14,250,000 reflects a figure that I did not have 
anything to do with. I assume, however, that it represents a lesser 
workload than was anticipated. 

Mr. Canrretp. Decreases as outlined and explained on page 2 of 
the justifications before us indicate that requirements for fiscal year 
1954 would be $4,592,000 in certain categories, while increases in other 
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categories as explained on pages 2 and 3 of the justifications indicate 
additional requirements of $442,000, leaving a reduction in require- 
ments of $4,150,000. This amount, taken from requirements for the 
current fiscal year, leaves a balance of $10,100,000, the amount which 
it is requested be made available for administrative expenses for fiscal] 
year 1954. 

Mr. Cravens. That is correct. 


LOANS UNDER DEFENSE PRODUCTION ACT 


Mr. Canrte.p. The first item of increase shown at the bottom of 
page 2 of the justifications indicates an increase of $250,000 related to 
loans under section 302 of the Defense Production Act. It is stated 
that: 

With the expiration of the Defense Production Act on June 30, 1954, loan 
applications will no longer be considered under that authority and therefore the 
costs of processing declined or withdrawn applications, which are now shared, 
must be borne entirely by RFC. 

Does this mean that the cost of processing applications received and 
processed prior to June 30, 1954, must be borne by RFC? 

Mr. Cravens. That is the share of the expense DPA would take if 
it were in operation, and it would increase our budget to the extent of 
$250,000 if DPA is discontinued. Our budget requirement would go 
down $250,000 if DPA were continued. 


RENTAL RATES 


Mr. Canrietp. The second item of increase relates to rental rates 
over which the RFC has no control, as such rates are negotiated or 
established by the General Services Administration. However, in 
view of the fact that authority for the RFC expires on June 30, 1954, 
and it is anticipated that it will be in liquidation during fiscal year 
1954 if pending legislation is enacted, is it not reasonable to assume 
that some of the office space may not be required for the entire year? 

Mr. Cravens. We thought we were doing pretty well when we 
knocked down $265,000 of office rent until GSA kicked us back up 
with a $150,000 increase in rental rate. 


REORGANIZATION OF FIELD OFFICES 


Mr. Canrievp. The third item of increase relates to nonrecurring 
costs In connection with reorganization of field offices. It appears 
that $80,000 will be required for this purpose during the current fiscal 
year and it is estimated that $100,000 will be required for fiscal year 
1954, or an increase of $20,000. The moving of office records and 
equipment, the restoration of quarters previously leased, and penalty 
charges on lease cancellations can be anticipated, but do you feel there 
will be many personnel who will want to transfer from one place to 
another in view of the fact that the RFC authorization will expire at 
the end of next June? 

Mr. Cravens. Well, originally a large number was indicated, and 
while some of them, I assume, have secured other positions and can- 
celed their requests, there will be a substantial shifting. People are 
moving. We have about reached the deadline, and we know the 
shifting will be substantial. I would say we will pretty nearly reach 
that amount. 





SECURITY INVESTIGATIONS 


Mr. Canrietp. The fourth item of increase relates to security in- 
vestigations of RFC employees in sensitive positions pursuant to 
Executive Order 10450 of April 27, 1953, for which request is made for 
$12,000 to cover the cost of investigation of some 57 positions. ‘Testi- 
mony has been presented to this subcommittee by another agency to 
the effect that the cost of investigations under Executive Order 10450 
approximate $230 per investigation. Does that conform with your 
estimate? 

Mr. Cravens. What do we figure for investigations? 

Mr. Mason. We figure about $210. I believe this is based on esti- 
mates furnished by the Civil Service Commission. 


REPLACEMENT OF AUTOMOBILES 


Mr. Canrievp. The fifth item of increase relates to replacement of 
automobiles. Do you feel that in the new fiscal year you will need 
these additional automobiles, having in mind that the life of RFC 
legally expires June 30, 1954? 

Mr. Cravens. Very definitely. Those are purely for field person- 
nel and would be required. The only reason I think they would not 
be required would be if Congress terminated all activities today, but 
based on the authority we have now, with lending authority to June 
30, 1954, and 2 years following that to liquidate, these automobiles 
would be required. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Canrreup. At this point in the record, there be a no objec- 
tion, there will be placed the tables appearing on pages 4, 5, 6 of the 
justifications, showing a comparison of the budget ty for fiscal 
years 1952, 1953, and 19! 54; statement of employment ‘for fiscal years 
1952 through 1954; and a comparison of the budget figures for adminis- 
trative expenses by object class. 

(The matter referred to is as follows:) 
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Reconstruction Finance Corporation—Comparison of budget for personal services by 
organization, fiscal years 1952, 1953, 1954 


{Dollar figures in thousands] 


Actual, 1952 Estimate, 1953 | Estimate, 1954 | 1954 under 1953 


Man- n- [an- 
Amount) Ma Ar Man- | 4 mount| Man 


mount 
years vears vears | *moun 
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Reconstruction Finance Corporation—Statement of employment 


1, FISCAL YEARS 1952 THROUGH 1954 
Actual 


Dee 
195 


Administrator 
Secretary 
lreasurer 


e General Counsel 


ontroller 
the Review Committee 
f Loans 
yan Agency Manager 
mall Business 
f Synthetic Rubber 
nand Fiber 
f Personnel Management 


Washir 


nt to Reorganizatior ns Nos. 3, 923 employees were transferred to H 
inance Agency on Sept. 7, ! 
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Reconstruction Finance Corporation—Comparison of budget for administrative 
expenses by object class, fiscal years 1952, 1953, and 1954 


1954 over 
or under 
(—) 1953 


Estimate, 


Actual, 1952 1954 


Under limitation 
Personal services $14, 686, 517 $12, 142, 000 $8, 136, 000 | —$4, 006, 000 
ivel 310, 000 280, 000 — 30, 000 
lransportation of I ¢ 45, 000 60, 000 15, 000 
Communicat 1 service 277 15 235, 000 205, 000 —30, 000 
Rents and utility ser ‘ 55, 5 1, 055, 000 948, 000 +107, 000 
Printing and reproduction . 35, 000 30, 000 —5, 000 
Fees for other professional serv E 30, 000 25, 000 —5, 000 
iudit expens A 195, 000 195, 000 
s performed Dy ot! ncies < 11, 000 54, 000 43, 000 
ontractual service 90, 000 75, 000 —15, 000 
s and material 16 77, 000 62, 000 —15, 000 
] nent 5, 36 10, 000 17, 000 7, 000 
nds, awards, a ndem1r 1, 000 , 000 
ind asses t 2 9, 000 , 000 —2, 000 
ouchered 5, 000 5, 000 


Total admin 
limitation 9 21! 5 . 000 | —4, 150, 000 


Not under limit 
Reinbursement of exper from other Gov- 
ernment ncies 60, 401 5, 000 —45, 000 
Expense incurred outsid nited States 97, 096 9, 000 65, 000 —15, 000 
Legal fees 306, 866 315, 000 330, 000 15, 000 
Total not unc lin ior 4614, 363 000 395, 000 —45, 000 


Sete ebatiineatiee ene 17, 668, 578 14, 690, 000 10, 495, 000 4, 195, 000 
Average employment 
Permanent positions 
Washington 79) 
Field = 


otal permanent positions 
Part-time and temporary position 


Total average employment 


MAN-YEARS OF EMPLOYMENT 


Mr. CanrreLtp. How many man-years of employment are provided 
for in the request before the committee? 

Mr. Cravens. 1,450. 

Mr. Canrietp. How many man-years of employment will be 
utilized in Washington, D. C.? 

Mr. Cravens. 647. 


CHANGES IN LANGUAGE 


Mr. Canrie.tp. At this point in the record, there being no objec- 
tion, the statement on page 12 of the justifications will be inserted. 
This statement explains the changes in language requested for the 
appropriation act. 

(The statement referred to is as follows:) 


LANGUAGE 


Administrative expenses, Reconstruction Finance Corporation 

Not to exceed [$15,000,000] $10,100,000 (to be computed on an accrual basis) 
of the funds of the Reconstruction Finance Corporation shall be available during 
the current fiscal year for its administrative expenses, including purchase (not to 
exceed eight for replacement only) and hire of passenger motor vehicles; and use of 
the services and facilities of the Federal Reserve banks: Provided, That as used 
herein the term ‘administrative expenses” shall be construed to include all 
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salaries and wages, services performed on a contract or fee basis, and travel and 
other expenses, including the purchase of equipment and supplies, of administra- 
tive offices: Provided further, That the limiting amount heretofore stated for 
administrative expenses shall be increased by an amount which does not exceed 
the aggregate cost of salaries, wages, travel, and other expenses of persons em- 
ployed outside the continental United States; the expenses of services performed 
on a contract or fee basis in connection with the termination of contracts or in the 
performance of legal services; and all administrative expenses reimbursable from 
other Government agencies: Provided further, That the distribution of administra- 
tive expenses to the accounts of the Corporation shall be made in accordance with 
generally recognized accounting principles and practices. Public Law 447, 
approved July 15, 1952; Supplemental Appropriation Act, 1953. 


EXPLANATION OF LANGUAGE CHANGES 


1. The amount of the limitation is changed from $15,000,000 to $10,100,000 

2. Language is proposed authorizing the purchase of 8 motor vehicles for 
replacement purposes only. The last replacements to the Corporation’s fleet 
were made in fiscal vear 1952, in accordance with the authorization contained in 
Public Law 202, approved October 24, 1951. This language was deleted in Public 
Law 547, approved July 15, 1952, since no replacements were contemplated for 
fiscal year 1953. The automobiles to be replaced during fiscal year 1954 will have 
been driven in excess of 60,000 miles each. Replacement of these vehicles is 
necessary in the interest of economical operating and maintenance costs 

Mr. Canrietp. I note, Mr. Cravens, there is a change in the 
amount that is requested to be authorized for administrative expenses 
from $15 million to $10.1 million. Is that correct? 

Mr. Cravens. That is correct. 

Mr. Canrievp. Also that new language is requested permitting the 
“purchase (not to exceed eight for replacement only)” of passen¢er 
motor vehicles. What type of automobiles does that provide for? 

Mr. Cravens. Regular field organization cars of medium low price 
quality. 


PURCHASE AND HIRE OF PASSENGER MOTOR VEHICLES 


Mr. Canrievp. At this point in the record, there being no objection, 
page 32 of the justifications will be inserted in the record. 
(The page referred to is as follows:) 
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! obligations for purchase 


and hire of passenger motor vehicles for the fiscal year 1954 


Reconstruction Finance Corporation Statement of proposed 


Mr. Canrretp. Are there any statements concerning the language 
that you wish to make at this time, Mr. Cravens? 


Cravens. No 
CanFieLp. Mr. Cravens, is there any other information con- 
ing the operation ol REC that you feel the committee should have 
at this time, that is, anything that has not been covered in this 
examination? 
Mr. Cravens. Not that I know of, Mr. Chairman. 


DISPOSAL OF SYNTHETIC RUBBER PLANTS 


Mr. Steminski. Just an observation to fill out the picture on the 
plant question of $16 million. Is it not true when you convert the 
pla it to cash, the cash is apt to produce interest that will fill in that 
$16 million? 

Mr. Cravens. You mean with respect to profits? 

Mr. Sremrnskr. Yes, because when you sell the plant you will get 
cash and that cash should produce interest. 

Mr. Cravens. Yes. You might save as much interest together 
with taxes which would give you a far greater return than you are 
getting now. 

Mr. Canrretp. Mr. Cravens, we want to thank you and your aides 
for a very fine presentation today, and we certainly wish you well in 
your assignment. 

Mr. Cravens. I appreciate the very cordial reception I have had. 
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SUBCOMMITTEE ON DEPARTMENTS OF STATE, JUSTICE, AND 
COMMERCE APPROPRIATIONS 


CLIFF CLEVENGER, Ohio, Chairman 


FREDERIC R. COUDERT, New York JOHN J. ROONEY, New York 
FRANK T. BOW, Ohio PRINCE H. PRESTON, Georgia 
SAM COON, Oregon ROBERT L. F. SIKES, Florida 


WEDNESDAY, JuLY 1, 1953. 
INTERNATIONAL CLAIMS COMMISSION 


WITNESSES 


EDWARD B. WILBER, BUDGET OFFICER, DEPARTMENT OF STATE 
BENEDICT M. ENGLISH, ASSISTANT LEGAL ADVISER FOR INTER- 
NATIONAL CLAIMS 


Mr. CLeEveNGER. The committee will come to order. We will take 
ip the matter of the International Claims Commission. In House 
Document 201 there is a request for $240,000. Mr. English, assistant 
legal adviser, will present this story. 

Mr. Witser. Mr. Chairman, if you do not mind I thought I would 
present this preliminary statement, which gives a little background 
and history, before Mr. English gets into the details. 

Mr. CLevenaer. That is all right. 


GENERAL STATEMENT 


Mr. Witper. As the committee knows, the Commission was estab- 
lished in the Department of State by the law which created it, the 
International Claims Settlement Act of 1949, approved March 10, 
1950 (Public Law 455, 81st Cong., 2d sess.). The primary function 
of the Commission is to pass upon claims of American citizens against 
foreign governments arising out of the nationalization or other taking 
of property, in situations where the United States and the foreign 
country concerned have agreed upon a lump-sum settlement. Such 
agreements have been made with Yugoslavia, the latter paying this 
Government $17 million, and with Panama, the latter undertaking to 
pay this Government $400,000 in settlement of claims against Panama. 

The Commission started its operations in August of 1950 with the 
appointment of three Commissioners by President Truman. The act 
establishing the Commission provided for a deduction of 3 percent 
from each award, to be covered into the Treasury, as reimbursement 
for expenses paid by the United States from appropriated funds. 
Thus far the Congress has appropriated about $500,000 which amount 
is approximately equivalent to the amount which may be realized 
as a consequence of the 3 percent deduction. 

[n its report on H. R. 7289, which carried funds for the Commission 
for fiscal year 1953, the House Committee on Appropriations stated: 

The budget request for this Commission for fiscal year 1953 is $350,000. The 
committee recommends $161,419, the amount remaining within the 3 percent 
of settlement funds. If it is impossible, as is the contention of the Commission, 
to complete the settlement of all claims within this amount, then the situation 
hould be brought to the attention of the proper legislative committee with a 
view toward increasing the percentage to be covered into the Treasury to defrey 
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expenses, This committee is now more forcefully determined that the settlement 
of these claims shall result in no cost whatever to the American taxpayer. 
Consequently, on June 10, 1953, the Secretary of State recommended 
to the Congress draft legislation which authorizes a 5-percent deduc- 
tion instead of 3 percent. Since it seems clear that the Commission 
cannot complete its functions in connection with the Yugoslay 
claims by March 10, 1954, as required by the basic act, the Secre- 
tary also recommended that the time be extended to December 31, 
1954. The bill, H. R. 5742, was introduced on June 15, 1953, and 
referred to the Committee on Foreign Affairs. 

When the Truman administration submitted its budget in the fall 
of 1952, it did not include a budget estimate for the Commission, 
and on December 29, 1952, that administration suggested that the 
Commissioners tender their letter of resignation on or before January 
7, 1953. Commissioner Baker, who had previously decided to re- 
sign, submitted his resignation, but the suggestion was ignored by 
Commissioners Marvel and MecKeough. 

Earlier this month it was ascertained that in the elapsed 39 months 
of the 48-month period the Commission had entered 614 decisions or 
proposed decisions involving a total amount claimed of some $30 
million, and that some 1,000 claims involving a total amount claimed 
of some $120 million remain for decision. Thus, the present admin- 
istration concluded, that in light of this past record, the present 
organization could not complete its work in the ensuing 14 months 
The President terminated Chairman Marvel’s and Commissioner 
MeKeough’s terms of office effective June 30 and the White House 
announced on June 26, 1953, that the President intended to designate 
acting members of the Commission from among persons already in 
the employ of the Government, as the basic act provides “to tempo- 
rarily perform without additional compensation” such duties. 

In addition to the above personnel changes, and in order to expedite 
the settlement of claims and reduce expenses, the Department has 
prepared for transmission to Congress, if approved by the Bureau of 
the Budget, draft legislation reorganizing the Commission. This 
draft legislation proposes that only one full-time Commissioner be 
appointed and that the other two members receive compensation only 
for the actual time they are required to attend hearings, and so forth. 

With these basic changes in the personnel and the organization of 
the Commission, the Department is reasonably certain that the Com- 
mission will be able to complete its work within the new percentage 
deduction and the new time limit if adopted by Congress. 

Mr. CievenGcer. Mr. English. 

Mr. Eneuisu. As the committee knows, in its report on H. R. 7289, 
which carried funds for the Commission for the fiscal year 1953, the 
committee said: 

This committee is now more forcefully determined that the settlement of these 
claims shall result in no costs whatever to the American taxpayers. 


It also said: 


If it is impossible, as is the contention of the Commission, to complete the 
settlement of all claims within this amount, then the situation should be brought 
to the attention of the proper legislative committee with a view to increasing 
the percentage}to be covered into the Treasury to defray expenses. 


In the light of that, the Secretary of State sent up legislation on 
June 10 which has been introduced as H. R. 5742, which would do 





999 


oO dt 


two things. First it would increase the 3-percent provision in the 
basic act to 5 percent; and it would extend the time until the end 
of the next calendar year for the Commission to complete its work 
on the Yugoslav claims. 

Mr. Wixser. In connection with that extension of time, Public 
Law 455, which has authorized the operation of the Commission to 
date, provided for a 4,year term from the date of enactment of the 
act, which was March 10, 1950. Therefore, it would terminate the 
Commission’s activity March 10, 1954, unless this period were 
extended. 

APPROPRIATIONS 


Mr. CLevencer. How much has been appropriated for this to date? 
Mr. Wiser. Slightly over $500,000, which was the equivalent 
of 3 percent of the $17 million for the Yugoslav claims 


STATUS OF LEGISLATION 
Mr. CLevenGer. What is the status of this pending legislation? 
Mr. Witser. That has been introduced and referred to the Foreign 


Affairs Committee. There have been no hearings held as vet 


STATUS OF WORK 


Mr. CLevencer. What is the status of the work in connection 
with this liquidation? 

Mr. Wiisur. The last report we were able to get, Mr. Chairman, 
indicated that the Commission had entered 614 decisions or proposed 


decisions involving a total amount of some $30 million. Some 1,000 
claims involving a total amount of $120 million remain to be decided 
upon. We do not have 1 detailed breakdown, Mr. Chairman, as to 
the number of cases which still require field investigations, deputations, 
hearings, et cetera 

Mr. CLevencer. How much has actually been disbursed? 

Mr. Eneutsu. We understand 132 awards have been rendered 
totaling $740,623 

Mr. Wixsur. Except that all of it has not been expended. It is 
subject to the provision of the act whereby the Treasury may make a 
maximum payment of $1,000 until all the c Jaims have been adjudicated, 
to see how far the $17 million is going to spread. 

Mr. CLtevencrer. How much do the settled claims involve? Is 
that $740,000 only the $1,000 token payments, or is that the total, 
overall? 

Mr. Wiiser. I would like to confirm that, Mr. Chairman. #It 
appears that is the total amount which the Commission has decided 
should be awarded. Only the maximum amount provided by the 
act, the $1,000 ceiling, would have been paid against it. 

Mr. Cievencer. In other words, it is 50 percent more than we 
have allowed them for operating expenses up to date? 

Mr. Enauisu. Approximately. 

Mr, CLevencer. Approximately? 

Mr. WixBer. Yes, sir. 

Mr. CLevencer. Why has this work not been completed? Does 
the Department know that? 
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Mr. Witeer. Mr. Chairman, I think this is the most adequate 
answer we could give to it: There has been considerable controversy, 
as you know, about the organization and the method of operation of 
the Commission to date. For one thing, in all fairness, they did not 
get a very early start. The act was passed in 1950. The Commission 
was named in August of 1950. They did not really get organized until 
1951, when they employed the necessary staff and really started to 
work. Then it was necessary to refer all 1,500 claims to the Yugo- 
slav Government, There were a large eeibies of field investigations 
required, all of which took a lot of time. 

However, it is the feeling of the Department, and has been right 
along, that the Commissioners have been taking too seriously the 
provision of the act which lets them establish the detail and the 
procedures for adjudicating claims, which we felt went too much 
into detail to adequately determine whether or not a claim ought to 
be paid. We feel that this lengthy procedure has drawn out their 
operations and has taken a disproportionate amount of time up to 
this point. 

Mr. Cievencer. There is a question which interests me, as shown 
on page 358 of the hearings for the 1953 appropriations. At that 
time Mr. Rooney was quoting Mr. English from the hearings of 1949. 

Mr. Rooney quoted Mr. English as making this statement: 

That was the date fixed in the act, wit os authority of the President to terminate 
the functions of the Commission earlier. It is our view and the view of the 
Bureau of the Budget that they shoul ra Cc ymple te this in 2 years. 


Then Mr. Rooney said: 


That was in 1949. What has happened with regard to this since then? 


— 


bat is what generates this question: Are we any nearer to solving 
this problem than we were in 1949? 

Mr. Witser. Having not started, of course, until 1951, that would 
set it ahead for 2 years from the date of that bearing. The Depart- 
ment still feels that if this bill is passed extending the time to Decem- 
ber 31, and the Commission is reestablished with different commis- 
toners, set up in an orderly and efficient way, that the job can be 
fully accomplished by December of 1954. 

Mr. CLevencrr. | take it from that statement that the fact that 
it was not set up in an efficient manner is one of the reasons why we 
have made so little progress. 

Mr. Witper. That would be our judgment, sir. 

Mr. CLeEvENGpR. | would take that from vour statement to be a 
reason. 

Mr. Witeer. Mr. Chairman, you might wish to include in the 
record a statement issued by the Department covering the release of 
the Commissioners, setting forth the reason and the basis for it. 

Mr. CLeveNGER. That is this press release No. 341? 

Mr. WixBer. Yes, sir. 

Mr. CLevencer. Without objection we will insert it in the record 

(The information is as follows:) 
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DEPARTMENT OF STATE 


For THE PREsS 
June 26, 1953 No. 341 

The President today fixed the terms of office of Messrs. Josiah Marvel, Jr., and 
Raymond 8. McKeough, Chairman and member, respectively, of the International 
Claims Commission of the United States, as terminating June 30, 1953. The 
Commission was established in the Department of State by an act approved 
March 10, 1950, and the Commissioners were appointed by President Truman in 
the summer of 1950 

The act establishing the Commission provided for a deduction of 3 percent from 
claims funds, to be covered into the Treasury, as reimbursement for expenses 
incurred by the United States in financing the operations of the Commission. It 
was made clear in the Congress that appropriations to defray the expenses of the 
Commission would be limited to the total of the amounts deductible. The total 
amounts deductible, with respect to claims now within the jurisdiction of the 
Commission, would be approximately $500,000, and the Congress has already 
appropriated approximately that amount. 

The Truman administration sent to the 82d Congress, 2d session, draft legisla 
tion designed to increase the deductions from 3 percent to 6 percent, but the 
Congress did not enact it When the Truman administration submitted its 
budget in the fall of 1952, it did not include a budget estimate for the Commission, 
and on December 29, 1952, that administration ‘“‘suggested’’ that the Commis 
sioners tender their ‘letter of resignation on or before January 7, 1953.’’ The 
suggestion was ignored by Messrs. Marvel and McKeough. 

When the present administration took office, it found that very little had been 
accomplished by the Commissioners in the elapsed 34 months of the 48-month 
period fixed by law for completing the task, and it concluded that, in the light of 
the past record, the present organization could not complete its work in the 
ensuing 14 months. Earlier this month it was ascertained that in the elapsed 39 
months of the 48-month period the Commission had entered 132 awards, or 
proposed awards, in the total amount of some $740,000, as against expenses of 
some $500,000. Some 1,000 claims have not yet been passed upon. In order 
to expedite the settlement of claims and decrease expenses, the State Department 
prepared, for transmission to Congress if approved by the Bureau of the Budget, 
draft legislation reorganizing the Commission. This administration also trans 
mitted to the Congress draft legislation to authorize an increase from 3 percent to 
5 percent in the amount of deductions. It also prepared and submitted to the 
Congress a budget estimate to defray the expenses of the Commission for the 
coming fiscal year. 

In view of the contemplated reorganization of the Commission and since no 
appropriated funds will be available for payment of salaries after June 30, the 
Department of State recommended to the President that he fix June 30, as th 
termination date of the terms of office of Commissioners Marvel and McKeough, 
who had ignored the written suggestion of the Truman administration, and the 
oral request of this administration, that they submit their resignations, As 
authorized by the basic act, the Department has recommended that the President 
designate acting members to serve pending the completion of the reorganization 
plan or until appropriated funds are available to defray expenses. 

It is the view of the Department of State that nothing which has transpired in 
any way jeopardizes the existing funds received from any foreign government fot 
the payment of claims of American citizens against those governments. 


* x * « ‘ « 


Mr. CLievencer. Are there any questions, Mr. Bow? 
Mr. Bow. Yes, Mr. Chairman; | have just a few. 


WORK OF COMMISSION 


Mr. English, you have given some statement here as to the number 
of awards that have been made by the Commission. I have before 
me information that as of June 30, 1952, only one award had been 
made in the amount of $7,333. Now, during the last fiscal year I 
understand that has been increased; has it? 





932 


Mr. Encuisu. The latest information we have as of June 10 is 
that there are 132 awards. 

Mr. Bow. So they have made approximately 131 awards? 

Mr. Encuisn. Yes, sir. 

Mr. Bow. How many proposed decisions for awards are pending 
now? Can you tell me that? 

Mr. Eneuisu. The total number of proposed decisions is 614. 

Mr. Bow. Is that broken down into decisions for awards and 
decisions denying claims? 
Mr. Encuisu. Yes. There are 482 decisions denying claims. 
Mr. Bow. Four hundred and eighty-two denying? 
Mr. Eneuisu. Yes 
Mir. Witper. With a dollar equivalent of $29,956,000, Mr. Bow. 
Mr. Bow. Now, as of June 30, 1952, those proposed decisions 
denying claims were 261, so there have been 221 decisions denying 
awards during the past year. In the past year how many final 


decisions denving claims have been made? 


Mr. Eneuisu. According to the information we have 554 proposed 
decisions have become final. 

Mr. Witeer. We do not have a split on that as between those that 
have become final as to granting claims or denying them, however. 

Mr. Eneuisy. No. 

Mr. Bow. I see. 


EXPENSE OF OPERATION 


The Commissioner’s Office and the secretaries take about $60,000 
a vear; is that correct, Mr. Wilbur? 
Mr. Witeer. Approximately; yes, sir. 


Mr. Bow. The operation of the balance of the staff here in Wash- 
ington is $133,555; am I correct in that? 

Mr. Witser. The total operation in 1953, Mr. Bow, was $161,419, 
of which the salary portion for the whole operation was $129,000, 
of which the Commissioners’ salaries and their offices would take the 
$60,000. In other words, about half is for the Commissioners’ 
operation. 

Mr. Bow. How many people are in the field? 

Mr. Witper. None paid by the Commission are in the field this 
vear. In 1952 they had three. Our Embassy, however, in Belgrade 
has been devoting the time of two of our people to this work. 

Mr. Bow. Has that not been one of the deficiencies in this opera- 
tion, the fact that your field people have not been in operation? 
You have been overstaffed in the Washington side and understaffed 
in the field? 

Mr. Wixiper. Undoubtedly that has contributed to this delay. 

Mr. Bow. Is there some plan now to correct that situation? 

Mr. Wixper. The assignment of these people in the field this year 
devoting most of their time to claims work has been a step in that 
direction. 

Mr. Bow. Is it not true that the very difficult part of this operation 
is the determination of the facts in Yugoslavia? 

Mr. Wiper. Yes. 

Mr. Bow. Rather than the work to be done here in Washington? 

Mr. Wixser. Definitely. 
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Mr. Bow. So that your situation has become such as it is not only 
because of the conflict in the Commission but because of the fact that 
you are top heavy here in Washington and you do not have adequate 
staffing in Yugoslavia to make the investigations. 

Mr. Wiiper. Undoubtedly. I would like to qualify that, though, 
Mr. Bow. Under the operations of the existing Commission they 
have felt it was necessary to have someone in the field go out and 
look at every parcel of property and look at every plant. 

Mr. Bow. I was just coming to that. This, I think, I could address 
to Mr. English. 

Would you agree with me that the Commission has been attempting 
to adjudicate and follow the strict rules of evidence, which has made 
it very difficult to determine these claims, rather than taking a 
realistic view of taking the best evidence obtainable? The attempt 
they have now is following the strict legal rules of evidence. That 
has held up the determinations. 

Mr. Enauisu. That is the substance of complaints made by various 
claimants. 

Mr. Bow. Do vou agree with that? 

Mr. Eneuise. Well, as 1 understand it there are certain situations 
where you will not find any evidence in the field, where records just do 
not exist. 

Mr. Bow. Records change. You have the language situation. 
You have the change of names of cities. There are many things of 
that kind. 

Mr. Eneuisu. Yes. 

Mr. Bow. Which make it almost impossible to follow the strict 
rules of law and evidence. 

Mr. Enautsu. I might say, Mr. Bow, that there were two surveys 
made of the Commission’s operations with a view to finding ways and 
means to expedite the work. Both of those reports made suggestions 
along the lines you indicated. 


SUBSTANTIVE LAW 


Mr. Bow. As to the question of substantive law which might be 
applicable to practically all of the claims which come in, the Com- 
mission has not set down any rules on that which might be common 
to all claims or to a large group of claims; is that not true? 

Mr. Encutsu. We understand from the claimants that they have 
endeavored to get the Commission to issue decisions in test cases, and 
the Commission has, we understand, consistently declined to do that. 

What they have done in one situation is that they have rendered a 
decision in bank-account cases which we believe was the basis for dis- 
posing of about 200 claims of that character. 

Mr. Bow. If they would render some decisions on substantive law 
which could affect many of the groups it would help. 

Mr. Enauisn. That is right. 

Mr. Bow. Do vou feel that if, when the law is amended, it provides 
for a determination of the finding by the Commission on claims up to 
a certain amount, rather than attempting to adjudicate them, it would 
speed the work of the Commission? 

Mr. Eneuisu. I might say that the Department has forwarded to 
the Bureau of the Budget a proposed bill which would reorganize the 
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Commission. One of the provisions in the bill is to strike out the word 
“adjudicate” and insert in its place “determine the validity and 
amounts of claims.”’ 

Mr. Bow. I think that would be very helpful in an attempt of this 
kind, because this Commission has set itself up as a court to investigate 
That certainly has been slowing it down. 


SUPERVISION 


Now, Mr. Wilber, what can you say about the amount of supervi 
sion of the work of this Commission that has been carried on by the 
Department? Has there been any real supervision of the Commission 
by the Department, or has that been left entirely to the Commis 
sioners? 

Mr. Wiper. I would say it has been done after the fact rathe: 
than on a aaetO-S80 basis. The Department has made several 
efforts, as indicated by the surveys which the Department has con- 
ducted, to test the efficiency, the organizational structure they hav: 
had, and the method of ope ‘ration. That has not been received with 
any relish by the Commissioners. It has been their contention in the 
past that they were a part of the Department only insofar as securing 
appropri: itions were concerned; that the ‘Vy were qut asi-autonomous and 
did not feel they were subject to the direction or immediate supervision 
of the Department. 

Time has gone on and about the only approach we could make 
would be to conduct the surveys, determine what steps ought to bé 
taken, and advise the Commissioners. Up to this time they have 
refused to go along with any of the recommendations. 

Mr. Bow. Was there anything in the proposed legislation which 
would spell out more completely the jurisdiction of the Department 
over the Commission, so that we would not have that condition 
existing in the future? 

Mr. Wiser. The proposed legislation provides that the Com 
mission be established in the Department of Justice, where by prece- 
dent and prior experience they are used to supervising this kind of 
operation. 

Mr. Bow. In other words, it takes it away from the State Depart- 
ment and gives it to the Department of Justice? 

Mr. Wixper. Yes, sir. Of course that has not yet been approved 
by the Bureau of the Budget, but that is our proposal to the Bureau 
of the Budget. 

PRESENT APPROPRIATION 


Mr. Bow. Let me ask this further question: Why is this appropria- 
tion now before this cominittee, if there is no legislation authorizing 
this? 

Mr. Witspur. That was what happened in 1950, Mr. Bow, due to 
the calendar situation. In other words, if we are to have money, 
if this other legislation is to be enacted, now is the time to get the 
money. We would be very happy to have a proviso in here, as was 
done in 1950, that the funds would not be available unless the legis- 
lation is enacted. 

Mr. Cievencer. Mr. Wilber, does the present authorization still 
have some 9 months to run? 
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Mr. Eneuiss. That is right, si 

Mr. Wiipgr. Oh, ves. But under the firm mandate of the Appro- 
priation Committee it is not quite appropriate to be here at this time 
We do have the basic legislative authority for it. 

Mr. CievenGcer. On page 6 of the justifications there appears this 
language: 

However, the Commission did not actually begin operations until August '28 
1950. For this and other reasons, including an inadequate appropriation in fiscal 
vear 1953, the Commission’s work on the Yugoslav claims will not have been 
completed by March 10, 1954. 

Does that mean to imply that this committee gave insufficient 
funds to perform this work? 

Mr. Wixipur. In a sense that had a bearing on it, Mr. Chairman 
In view of your desire that the operation not cost the taxpayer 
anything, the amount for 1953 was restricted to the $160,000 odd as 
against a request of about $350,000. So in a sense that was a deter- 
rent; but it certainly was not the only factor involved. 

Mr. CLevencer. It did not bar you from going before a legislative 
committee and asking for additional funds; did i 

Mr. Witeer. That was done, Mr. Chairman. 

Mr. CLevencer. Or an increased percentage? Did you do that 
last vear? 

Mr. Witsper. Yes: we did 

Mr. CLevencrer. What happened to the legislation? 

Mr. Wintper. It never came out of committee. 

Mr. Preston. Would the Chairman yield at that point? 

Mr. CLEVENGER. Yes. 

Mr. Preston. Mr. Wilber, I think the record ought to show, in 
view of the response you have just given, in which you said that in a 
sense the inadequate appropriation accounted for the failure to com- 
plete the work, the actual circumstances. We ought to point out 
that the reason this committee did not give them $350,000 was that 
we established clearly and conclusively that the Commission had been 
bickering among themselves, that they had followed poor adminis- 
trative practices, that they had not made a bona fide effort to dispose 
of these claims, that there was not any justification for giving them the 
budget request to squander as they had in previous years. 

Now, most any committee in Congress will respond properly to a 
well-run agency, most any subcommittee on appropriations. But we 
established beyond any shadow of a doubt that this was one of the 
poorest operated commissions or agencies within the Government. 

There were such things as sending these lawyers over to Yugoslavia, 
a man and his wife, who were both lawvers. They became dissatis- 
fied shortly after getting over there. They picked them up and 
brought them back. They transported their things and spent a lot 
of the money we had appropriated for such things as that. 

This committee does not assume any responsibility for inadequate 
appropriations. I charge that the whole fault hes mght in the Com- 
mission and nowhere else. 

Now, the fact that they would not let the State Department have 
proper supervision, I grant vou, had something to do with the failure 
of the Commission to get going. I recall the testimony of the State 
Department that they were disple ‘ased with the way the Commission 
was being operated, and that they had undertaken to correct the 
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deficiencies, but had met with no cooperation on the part of the 
Commission. 

Mr. Witper. That is correct. 

Mr. Presron. It does not become the State Department to uphold 
this Commission today nor to join in the criticism that this committee 
has given inadequate funds. 

Mr. Witeer. | did not in any way mean to support that. The 
only thing I did mean to indicate was that the Bureau of the Budget 
after reviewing the program had agreed that in order to have any 
possibility of completing the work within the time period they required 
$350,000; and that by virtue of getting less than half of that there 
was an element of not having enough funds to complete the work, 
quite apart from the inadequacies of the Commission’s operation itself 

Mr. CLevencer. Just for the record IT want to have the clerk read 
a few sections from this report, so that the committee may be better 
apprised of the situation. 

Mr. Bow. Before doiag that, Mr. Chairman, would you yield to 
me? 

Mr. CLEVENGER. Yes. 

Mr. Bow. I wonder if Mr. Wilber will agree with me, in view of 
what Mr. Preston has said, and what he has said, that if this had been 
an efficient Commission, operated properly, it could have lived very 
well within the appropriations which have been granted to it by the 
Congress. 

Mr. Wu.zer. I have no doubt 

Mr. Bow. And could have done the job it should have done. 

Mr. Wixper. I have no doubt about that, and I would also quickly 
add that I think if the committee had given them $350,000 for 1953, 


it would still have found the job far from completed. 
Mr. Bow. All right. 


Mr. CLEvENGER. I am quite sure you are right. 


REPORT OF COMMITTEE INVESTIGATORS 


Mr. Cievencer. | should now like to read a few excerpts from 
the investigative report of the committee investigators, dated No- 
vember 6, 1952 


SUMMARY OF OBSERVATIONS AND RECOMMENDATIONS 


In making reference to the Commission in this report, reference is for the most 
part to the majority members of the Commission, Chairman Marvel and Com- 
missioner McKeough, who have been in control and have with some exceptions 
outvoted or disregarded the views of the minority member, Commissioner Baker 


UTILIZATION OF PERSONNEL 


Although the Commission’s personnel (both professional and clerical) on the 
operating level below the Commission and below its division heads (the General 
Counsel and the Solicitor) appear to be able, qualified and hard-working, their 
utilization has been ineffective and inefficient. The activities of this operating 
personnel have lacked sound planning, direction, and control. There has been a 
lack of balance between the personnel assigned to Yugoslavia to investigate the 
claims, where the property and the evidence is, and the personnel assigned to the 
Washington office. On the basis of the funds made available by Congress, too 
little has been allocated to the work in Yugoslavia where the heaviest burden of 
collecting evidence would first fall. The Field Branch at Yugoslavia lacked a 





coordinated plan with the Yugoslav authorities so that both would work on the 
same claims or groups of claims at the same time, to the end that those claims 
would be completely investigated and ready for action, rather than a larger 
number only partially investigated. The conflict between the majority members 
and the minority member of the Commission has been constant, invidious, and 
sometimes bitter. It has seriously affected the work of the Commission and has 
affected the morale of the staff. Many of the progressive suggestions of the 
minority member have been rejected or ignored. Many of the practices and 
procedures employed in the everyday work, while they are not wrong in themselves 
and might be tolerable where time and money were not of the essence, have been 
too involved and time-wasting rather than time-saving. Policy decisions, both 
in matters of administration and on fundamental legal questions common to all 
or large groups of claims, have been absent. There appears to have been much 
activity and hard work, even by the General Counsel and by the Solicitor, but 
in many instances it appears to have been misdirected and has not resulted i 
any substantial degree in accomplishing the Commission’s ultimate mission, th 
disposition of claims. 

The majority of the commission, the general counsel, and the solicitor ha 
until very recently, been so fixed and immovable in their ideas of what the Com 
mission could and should do in the discharge of its obligations, that, in spite of 
much activity and hard work, there has been a disproportionate amount 
progress in the form of tangible and substantial results \ll four have failed to 
realize that they are accountable in part at least, for this lack of accomplishment 

At this point, however, it should be noted that the Commission’s shortcomings 


to its failures in the utilizatior 


as to accomplishment are not attributable solel\ ati 
of personnel. A further reason is to be found in a failure to receive complete 
and effective cooperation from the Department of State, and a failure of tha 
Department to give adequate administrative supervision. With his power under 
the act to remove after hearing any member of the Commission for neglect of 
duty or malfeasance in office, the Secretary of State had the duty to be aware of 
what the Commission was accomplishing or failing to accomplish. His interest 
and supervision were, thereforc, not only warranted but necessar: That duts 
has not been discharged. 

Mr. Wiser. May I go off the record, Mr. Chairman? 

Mr. CLEVENGER. Yes. 

(Discussion off the record.) 

Mr. CLeveNnGeER. Any questions, Mr. Coon? 

Mr. Coon. No questions, Mr. Chairman. 

Mr. CLevenGcer. I have one other matter I will ask the clerk to 
read from this report. 

Lack of adequate executive direction in the administrative affairs of the 
Commission 

The original organization plan of the Commission called for an Fxecutive 
Director and one was appointed. When he left the staff of the Commission no 
one was appointed to take his place, presumably on the ground of lack of funds. 
Since then the Chairman has taken on the duties of Executive Director. This 
has resulted in absentee management since the Chairman is frequently not 
available. 

Mr. Preston. We established in previous hearings that the Chair- 
man was absent a great deal of the time, attending to other matters; 
of a personal nature, | suspect. 

Mr. CLeveNGER. Is there anything else we should add to this 
record? 

Mr. Wiizser. Yes, Mr. Chairman. I think it lends added impor- 
tance to your consideration of this matter when I cite that under the 
new legislation which will be forthcoming, there are a number of 
settlements with other countries which are extremely important to 
United States claimants. 
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OTHER SETTLEMENTS 


We have an agreement with Russia, for instance, which will account 
for about $9 million of additional claims to be settled. 

With Italy we have one for about $5 million. 

With Bulgaria, Hungary, and Rumania we have another $25 million 
to be handled by this Commission. 

So it makes it that much more important that we now establish 
it on an efficient and economical basis. 

Mr. CLevencer. We will insert page 5 of the justifications in the 
record. 


(The information is as follows: 


AcTIVITY: ADJUDICATION OF CLAIM 


Salaries and expenses. International Claims Commission. State 1954 


Increase or de 
crease 


Num-} Annual 
ber rate 


IRGANIZATION t 


the 


Cc 
Ger 
cC 


ee 


100 
340 


. 340 


2, 000 


Mr. Bow. Off the record. 

Discussion off the record 

Mr. CLtevencer. I would like to be sure, and I am sure the other 
members of the committee would also, that it is not likely that some- 
one might be bighearted and release this fund and give it back to 
Yugoslavia. 

Mr. Wiirer. No The basic act provides that only after the 
adjudication of all claims, if there is any excess, shall it gO back. 
There is no question about that. 

Mr. CLevencer. I am sure everyone on this committee is hoping 
that this can be expeditiously handled so that there will be more for 
the claimants, instead of having an operation that eats it up. 
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Mr. Preston. Off the record. 
(Discussion off the record.) 


TERMINAL LEAVE 


Mr. Cuevencer. Has any check been made of terminal leave fo 
these gentlemen, which they may think they are entitled to? 

Mr. Witper. Yes, Of course, under existing law they are entitled 
to it clearly, Mr. Chairman. I believe Commissioner Marvel has 
accrued slightly over $1,000, with 144 hours, if I am not mistaken 
Commissioner McKeough has accrued 212 hours, for an earning of 
$1,528.84. Commissioner Baker was paid for 96 hours, $778.80 
Of course, we have as yet had no claim from Commissioner Marvel 
and Commissioner McKeough. 

Mr. Bow. Is that to be paid out of this appropriation or sony other 
appropriation? 

Mr. Wiser. No. Enough money was reserved in the 1953 funds 
to pay them off. However, they would be subject to being filed with 
the General Accounting Office, to get approval from them that there 
were adequate leave records maintained which would support such a 
payment. 

Mr. Bow. Could we put a limitation in here against payment of 
terminal leave? 

Mr. Coon. Would they be permitted to have this terminal-leave 
pay even though it is proved they were absent a good deal of the time 
from their offices? 

Mr. Wixizer. I believe the review by the General Accounting Office 
would sustain the adequacy of the record or disapprove such a pay- 
ment on the basis of the lack of an adequate record 

Mr. CLevenceEr. Off the record. 

(Discussion off the record.) 

Mr. Witser. There is one other item. This can be either on or 
off the record. We have picked up some of the Commission people 
They were technically terminated yesterday. We find we may have 
several “bumping” into the Department, actually, under reduction- 
in-force procedures 

In any event, we plan to pick up about two people who can accept 
mail and protect the files and so on during this interim period, paying 
that out of S. and E. That is, pending whatever action you take 
on these estimates. We will cover it that way. 

Off the record. 

(Discussion off the record.) 

Mr. CuevenGeER. I| believe that is all. 

Mr. Witser. Thank you, Mr. Chairman. 
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WEDNESDAY, JuLY 1, 1953, 
FUNDS APPROPRIATED TO THE PRESIDENT 
EXPENSES OF MANAGEMENT IMPROVEMENT 


WITNESSES 


ROWLAND HUGHES, ASSISTANT DIRECTOR, BUREAU OF THE 
BUDGET 

DONALD R. BELCHER, ASSISTANT DIRECTOR, BUREAU OF THE 
BUDGET 


Mr. Puriires. We have with us today Mr. Rowland Hughes and 
Mr. Donald Belcher. Mr. Hughes is Assistant Director, and Mr. 
Belcher is Assistant Director of the Bureau of the Budget. They have 
come down on this item which is a request from the President of the 
United States for a supplemental appropriation of $1 million as con- 
tained in House Document No. 200. 

Subsequent to the original statement presented to this committee, 
there has been a change in the request so that now it becomes a re- 
quest for a transfer of $1 million of the 1953 budget reserves to a 
special fund for management improvement in maintaining the fund in 
subsequent fiscal years. 

I do not think there are any other details. 

Mr. Hughes, did you want to make a statement? 


GENERAL STATEMENT 


Mr. Huaues. I have no written statement. I think the facts are 
set forth in the justification which you have as far as the general basis 
of the program is concerned. 

The purpose is to give us the tools for the kind of corrections and for 
reduction of the cost of government which cannot be made in the ordi- 
nary run of administrative work and observation of activities. In 
other words, there are times and occasions when a much more effective 
and useful job in reducing the expenditures of the Government can 
be made by putting men specifically trained and experienced in a par- 
ticular field on the job to find out what should be changed and what 
should be corrected and what should be built up in some places, with 
the idea of producing better results at lower cost. 

There are many, many spots in the Government that offer opportu- 
nities for useful work along this line. It has been explored to some 
degree by the Rockefeller Committee, and they have pointed out many 
places where such work can be done. The purpose of having a fund 
of this nature to carry on that work is to provide temporary and 
special attention to the problems. 
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For example, one of the things we have been particularly talking 
about in the last few weeks is this problem of unused land and facilities 
which can be disposed of advantageously. That really requires the 
study of people who know the several different phases of engineering 
aud real estate management. We bave taken a test look at the situ- 
ation, for example, in Denver and have observed property out there 
in the Federal center and at Fort Logan that appears available for 
disposal and for obtaining cash money if we wanted to sell it. There 
are perhaps 600 acres of land at the Federal center there which is now 
lying absolutely fallow and useless. 

Mr. Puiiturps. How did the Government acquire that? 

Mr. Hueuss. The Goverument acquired that in connection with 
the ordnance plant which was built there, and this served as a ring of 
safety, you might say, around the plant. The plant is now being used 
for Federal offices and Federal activities, and there is no use having 
that kind of area around it. It is in an area that is developing as a 
residential section, and we have good expectation that you can obtain 
maybe $1,000 an acre for that land. 

Mr. Krurcer. How many acres do you have? 

Mr. Huaues. Six hundred. It is that type of problem which re- 
quires expert study and attention which our regular employees in 
the Budget Bureau do not have the time to do adequately. And 
then, of course, there are many other places in the management of 
large departments and operations where we are not satisfied that the 
best and most efficient methods and organizations have been adopted. 
We think a little money spent on this thing—-we mention here $1 
million, but we do not plan at the present time to spend anywhere 
near that much money for anything we have in mind. Some projects 
we are at present thinking of, are all $30,000, $40,000, or $50,000 
propositions. On the other hand, there are possibilities of soundly 
conceived and money-saving contractual jobs which will need perhaps 
more funds, and we would like to have adequate funds available. 
The money would never be used except on the basis of promise of 
real results from it and strictly in accordance with the President’s 
plan for good operation and management of administrative activities. 

Mr. Tuomas. As to the real estate you mentioned awhile ago, that 
certainly is a most commendable thing to do. However, you have a 
unit over in the General Services Administration which has been there 
ever since the act was passed, created for the disposal of surplus 
property. 

Of course, it has been my observation that the crowd that is han- 
dling it—15 or 20 of them—have never sold anything because, when 
they sell something, they just ease themselves sooner or later out of a 
job. That has been going on over there for 6 or 7 years 

Mr. Putuurps. I do not know that the committee would resist the 
idea that there is some need for reorganization and investigation of it, 
but I think the question is the point Mr. Thomas brought up—the 
duplication of existing functions of other agencies of the Government. 
And particularly we have here by way of a coincidence this morning ¢ 
request from the President for a quarter of a million dollars for the 
expenses of a Commission on Organization of the Executive Branch of 
the Government which I would say was almost a complete duplication 
of the two objectives. 1 mean to say we either want one or the other, 
but certainly I do not think we want both. 
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The other thing on which I might raise a question would be the 
actual amount of money, which seems Tae large for the work 
that would probably be done in a year or 6 months, or whatever the 
time might be, before vou see us again. 

Also, this committee has always resisted revolving funds. We 
have not had very good fortune with revolving funds, and we do not 
like them very much. 

Those are the three things I thmk we might ask you abeut. 

Mr. Hucues. As far as this so-called second Hoover Commission is 
concerned, that is a somewhat different approach involving a more 
complete reorganization study of the whole administration. This 
request is for a spot moneysaving and improvement job on specifi: 
projects and ideas as they come up, primarily or particularly in con- 
nection with the work of the Budget Bureau which, in studying the 
work of the Departments and their proposals for expenditures, finds 
occasions and finds possibilitie s of going into a really good source of 
saving on some particular point or some particular section of the 
operations kad moreover, it is not a type of job that you can set 
yourself to and say “Now, we are just going to do a complete oo 
today, and this will be it.” Often it is something that comes up it 
our regular work. And the President particularly wants it for the 
purpose of improving and keeping alive the work of the Departments 
rather than making a thorough governmentwide and complete study 
at one tune, which is what the Brown-Ferguson bill visualizes. This 
is a little different approach. Both have the same objective, would 
complement rather than duplicate each other, and I think both would 
accomplish good results in their different ways, but none of this money 
would be spent unless on a useful and worthwhile project. 

When opportunities arise they do not always come at some particu- 
lar time on the calander when it is possible to bring up a bill and say, 
“We want $50,000 to do this particular job.”” Nothing would be 
used from the proposed fund except with the objective of cheaper and 
more effective operation: no amounts would be restored to it unless 
savings were available 

As far as the amount is concerned, | agree with you $1 million seems 

large amount. We have nothing in sight at the present time that 
would use that much, and, if you wanted to make it half a million, we 
would be ready to accept and start with that size fund. 

Now, what was your other question? 

Mr. Puitures. As I say, we have not had good results with revolving 
funds, and we have gradually over the years been eliminating all 
revolving funds. That is particularly true of any objective that is 
not a continuing thing. We expect some day that you are going to 
finish this. Are you not? 

Mr. Huaues. I do not know whether you will ever be finished, with 
a government the size of ours, doing that job. 1 would expect we 
would not have less to worry about as more of the jobs that could be 
done were completed. 

As far as the revolving fund is concerned, our idea is to keep the 
work going ahead continuously for better results than would be 
possible in a l-vear operation. A good many of these things vou 
could not do in one particular fiscal year. For example, something 
may come up in October, November, or December which you could 
tackle but which would not be finished in that particular fiscal year. 
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The difference here is that we propose a fund which is relatively small 
that can be used to save money and is not for spending money. The 
revolving funds you refer to are funds for spending money. This is a 
fund which, if it does not save money, | will be the first one to come 
here and offer it back to vou. We are entirely satisfied we can save 
money by the use of it, and that is why we believe it is going to pay 
off in results 

Mr. Corron. Mr. Chairman, this is one of the rare occasions where 
I am not quite in accord with what has been said by my beloved 
chairman, Mr. Phillips, and the ranking member, Mr. Thomas, of 
the committee. 

I think Mr. Hughes more or less put his finger on it when he said 
the monev was to be used to save money and not to spend money 
I have not looked on this revolving fund the same as some the President 
has sent up one some areas Where he thinks he needs help—and 
perhaps he does——but I think we have agreed in the past many times 
that these trips taken by M -»mbers of Congress, which were criticized 
by the public, have paid for themselves over one-hundred-fold in the 
matter of the information they have gained to save money. And 
the President wants money for the purpose of educating himself as to 
where he can cut down expenses, as one member of the committee, | 
would almost be ready to give him anything he asked for. 

I would like to ask this question. I went up to answer a rollcall 
and came back just as you were finishing, and you gave one examplk 
of what you had in mind. What was that? 


TYPE OF STUDIES NEEDED 


Mr. Huaues. We were speaking of the fact that there are many 
possibilities for good results from a study of some of the land that 
is not now being used and that can be changed around so that the 
land is made available for sale or disposal, provided we have on the 
study the right type of people that could be obtained under this 
kind of fund—fellows who are particularly skillful in that field. 

Mr. Corron. This employment would be purely temporary and 
would not be any sort of civil-service situation? 

Mr. Hucues. Not for new, permanent employees. 

Mr. Corron. This would be for getting experts for a brief period 
to do a particular job and leave? 

Mr. Hucues. That is correct. 

Mr. Corron. Have you any other examples of the sort of thing 
you have in mind? 

Mr. Hucues. There are many questions we have been thinking 
about. We have not had as much time to devote to those as we 
expected to because of the rush of budget situation. 

lor another example, we think there are plenty of things that can 
be looked mto im connection with contract operations; that there are 
uses of contract labor, so to speak, that are taking place in regular 
budget operations that should be gone into, and in some cases are 
wasteful and ineffective. 

Mr. Corron. You also have in mind the practice of some agencies 
to use the means of cost-plus operations with contractors instead of 
taking bids? 
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Mr. Hueues. Right. That is another thing we have talked about. 

Mr. Paicties. Do you have anything you want to say, Mr. Belcher? 

Mr. Betcuer. I have nothing to add. 

Mr. Puruures. Are you appearing for any of these other items or 
just this one? 

Mr. Huaues. I am appearing on the other ones, too. 


WEDNESDAY, JULY 1, 1953. 


COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT 


WITNESSES 


ROWLAND HUGHES, ASSISTANT DIRECTOR, BUREAU OF THE 
BUDGET 

DONALD R. BELCHER, ASSISTANT DIRECTOR, BUREAU OF THE 
BUDGET 


Mr. Puitures. The next item on the agenda this morning is a 
request from the President for a supplemental appropriation in the 
amount of $250,000 for salaries and expenses for the Commission on 
Organization of the Executive Branch of the Government created by 
S. 106. The estimate is in House Document No. 197. 

Has S. 106 been passed by now? 

Mr. Huaues. Yes. It has been passed by both the House and 
the Senate. 

Mr. Puruurps. Is it in conference? 

Mr. Huaues. No. 

The CLerk. The Senate has accepted the House amendment. 

Mr. Puiuurps. It is the creation of what is generally referred to 
in the statements of Mr. Brown as a re-creation of the Hoover Com- 
mission with broader powers. 

I think it might be well to put in the record this statement in the 
justifications which I have here. 

(The matter above referred to is as follows:) 


JUSTIFICATION OF ESTIMATES 


S. 106, which passed the Senate May 6, 1953, provides for the establishment 
of a Commission of 12 members, 4 of whom would be appointed by the President 
of the United States (2 from the executive branch and 2 from private life), 4 by 
the President of the Senate (2 from the Senate and 2 from private life), ead 4 
by the Speaker of the House of Representatives (2 from the House and 2 from 
private life). On June 4, 1953, the House passed $8. 106 after substituting there- 
for the amended language of the companion bill, H. R. 992, which differs from the 
Senate-passed version in five particulars. These differences do not affect the 
major purposes or effects of the bill but do affect the name of the Commission; 
it is for this reason that the name of the Commission is left blank in the proposed 
appropri: ation language 

The duties of the Commission are to study and investigate. the present organi- 
zation and methods of operations of agencies of the executive branch cf the 
Government, and to report to the Congress what changes therein are necessary 
to accomplish certain purposes set forth in the act. These purposes are cor tained 
in the policy of the Congress declared in section 1 of the act; namely, to promote 
economy, efficiency, and improved service in the transaction of the public business 
in the agencies of the executive branch by 
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““(1) recommending methods and procedures for reducing expenditures 
to the lowest amount consistent with the efficient performance of essential 
services, activities, and functions; 

(2) eliminating duplication and overlapping of services, activities, and 
functions; 
(3) consolidating services, activities, and functions of a similar nature; 
**(4) abolishing services, activities, and functions not necessary to the 
efficient conduct of government; 
**(5) eliminating nonessential services, functions, and activities which are 
competitive with private enterprise; 
(6) defining responsibilities of officials; and 
“(7) relocating agencies now responsible directly to the President in de- 
partments or other agencies.”’ 

The bill provides that the Ccmmission shall submit to the Congress interim reports 

at such times as the Commission deems necessary, a comprehensive report of 

its activities and the results of its studies on or before December 31, 1954, and a 

final report not later than May 31, 1955, at which time the Commission shall 

cease to exist 

@ The bill authorizes compensation of $50 per diem, plus reimbursement for 

travel, subsistence, and other necessary expenses, for each of the 6 members of 

the Commission appointed from private life. It permits such reimbursements 
for the other 6 members who are Members of Congress or officers of the executive 
branch of the Government, but no additional compensation for these members. 

The bill further permits the Commission to appoint and fix the compensation of 

pe rsonnel to serve on its staff (The Senate version requires such actions to be 

in accordance with the provisions of the civil-service laws and the Classification 

Act cf 1949, as amended; the House versicn permits this employment without 

regard to those laws. The bill also authorizes the Commission to procure the 

temporary and intermittent services of specialists and consultants, who may 
be compensated at not to exceed $50 per diem for individuals. 

The Commission proposed to be established by 8. 106, and the purposes of 
its study, are very similar to those provided by the Congress in Public Law 162, 
80th Congress, Ist session, approved July 7, 1947, as amended, which established 
the so-called Hoover Commission, the Commission on Organization of the Execu- 
tive Branch of the Government. That previous Commission completed its 
studies and filed a series of 20 reports to the Congress during the Ist session of 








the 8lst Congress. 

The fields of inquiry of the new Commission proposed in 8. 106 would be some- 
what broader than those covered by the Hoover Commission. This is reflected 
by the addition of the last three purposes cited above, which were not included in 
the act creating the Hoover Commission. It is also reflected in the testimony of 
the sponsors of the legislation, which stressed the need for the new Commission 
to go into matters related to the need and essentiality of Government functions. 
The Senate sponsor, Senator Ferguson, testified before the Senate Committee 
on Government Operations as follows: 





‘‘* * * the original Hoover Commission did an outstanding job, but its 
activities were limited to a study of the efficient conduct of the activities of 
the Government and it did not make recommendations on the important 
question of whether or not the Government should perform a given activity 
or service. * * * Herein lies an enormous field which has not [received] 
the close and overall scrutiny which is essential if we are to keep the size 
of our Government within bounds of reason and its cost within the means of 


*)) 


our citizens * * 
The House sponsor, Representative Clarence J. Brown, said: 


“The thought behind the legislation Senator Ferguson and I have intro- 
duced has been * * * not only to carry on the work of the Hoover Com- 
mission on Government organization, * * * but to go into certain fields 
that the Hoover Commission itself could not go into. * * * Ib other words, 
the Hoover Commission was limited to the study of the Government strue- 
ture; that is, of the executive department, and as to how we could make it 
work more efficiently and more economically to do the things that it was 
doing, and not to pass upon whether or not it should be done at all, or whether 
some other things should be done, or some other ways should be thought 
of. * * * We did not have the power to recommend a complete elimination 
or abolition of an activity, but onlv, ‘Inasmuch as you are doing so and so, 
here is the best way to do it, the most efficient way.’ ”’ 
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is appointed and determines the details of its progran 

s of its requirements can be made Under these circumstances 
to provide an initial appropriation to organize and plan 

re the Commission to request an additional appropriati: 
\ccordingly, this appropriation request of $250,000 

the Bureau of the Budget. of funds needed primay I 

ties of the Commission until it is able to determi: 

be necessary to carry its studies to completion Thi 

ective only upon the enactment into law. durir 


of S. 106. 


of obligations by object 


~ 000 
2, OOO 
000 
O00 

2, 000 
, 000 
N00 
>», OOO 


TION OF DUPLICATION OF MANAGEMENT SURVEYS 


Mr. Puitires. Why do you think this is not a duplicate of the 
other item? It certainly seems to me to be a duplication of the work. 
Mr. HuGues. That will not occur for this reason. Of course, this 
Commission, you might say, will have the first go, because it has the 


overall view of the whole Government operation. It was particularly 
an idea, as you know, of Congressman Brown and Senator Ferguson, 


and they worked it up even before the election, and it is just now 
taking form into a regularly authorized Commission with participa 
tion of Congress and also appointees of the President. 


COMPOSITION OF MEMBERSHIP ON THE COMMISSION 


Mr. Puitures. Did the final form of the bill maintain those same 
balances in the Commission? It was to have 12 appointees: 4 to be 
appointed by the President, 4 to be appointed by the President of 
the Senate, and 4 to be appointed by the Speaker of the House? 

Mr. Huauss. Yes. 

Mr. Putiurps. In each ease, I think, about half from the public 
and half from the administration. 

Mr. HuGues. It remained that way. You have 6 outside people, 
2 Congressmen, 2 Senators, and 2 members of the administration. 
That proposed bill provides a continuation, you might say, of the 
work done by the Hoover Commission in a little broader field—to 
consider not only the question of how a function is performed but 
whether or not the function should be performed. In other words, 
you would not only ask “how’’ but ask “why” and if it can be dis- 
continued. That makes in itself a considerable difference from the 
work of the previous Commission and is an expansion of it. It will 
have a broader, more general view of the entire Government than the 
fund we have just been talking about, which will spot particular 
places where the President can use expert assistance on specific 
problems, perhaps pointed out by the work of this Commission o1 
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found by our budget people and others who are working closely with 
the details of the whole Government. 

There is a different approach which I think will make it practically 
noncompetitive; and actually, of course, nothing would ever be 
done with this fund we have been talking about previously to duplicate 
work by the Commission. We shall have in the Budget Bureau, under 
the direction of the President, somebody who will be particularly 
appointed to keep in touch with this work of this Commission, to aid 
to the extent necessary and, of course, know at all times where work 
is being directed. 

PERSONAL SERVICES 


Mr. Puruuires. There is one thing that struck my eye. That is 
the $187,000 far ‘Personal services,’”’ with no complete explanation 
as to whether you expect to be able to use that over a 12-month period. 
Is that supposed to cover a 12-month period? 

Mr. Huaues. That is for payment up to the end of June. 

Mr. Pariiips. You mean $187,000 is for a vear from yesterday’ 

Mr. Huacues. Yes, sir 

Mr. Puiuuips. To the end of June 1954? 

Mr. Huaues. Yes. 

Mr. Puiturres. But during that time you do not expect to have 
your staff complete or even the commission appointed; do you? 

Mr. Hugues. By June 30, 1954? 

Mr. Paituirs. Do you have the commission now? 

Mr. Huaurs. No. But as soon as the money is available 

Mr. Paiturps. How soon do you expect them to be appointed? 

Mr. Hucuers. They expect to open up rather promptly 

Mr. Corron. You mean within a month? 

Mr. HuGues. | think so. 

Mir. Patties. And acquire the staff? 

Mr. Hueurs. And acquire the staff immediately. ‘That is the idea. 
We do not want to delay until next vear get started on the staff 
or to start the work. 


‘ > 


Mr. Puiiurps. My question is, is the $187,000 supposed to cover 


12 full months. 

Mr. HueGues. It is supposed to cover 12 full months, but assumes 
25-percent lapse primarily at the beginning of the year. It does not 
provide for one particular phase of the commission’s work, which ts 
iot covered due to the fact that we do not yet have a commission 
appointed, that is, what number and kind of consultative experts they 
are going to put on. The latter is not provided in the estimate at all 
except for a few, possibly 3 or 4 people. If they follow the practice 
of the Hoover Commission itself, of course, they will have a substan- 
tial number of those. 

Mr. Puiiurps. That is mentioned in here? 

Mr. Hueues. Yes, sir. 

Mr. Puiuurps. If you have appointees like that, won’t you reduce 
the regular staff? 

Mr. Huears. Yes; although this does not provide for a very large 
staff—30 to 35, which is about what you are likely to have 

Mr. Putiures. Do you know what the old Hoover Commission had? 

Mr. Hueues. Fifty-three, 1 think, average. 

(Discussion off the record.) 





Mr. Hvueues. There were 52 in the regular Hoover Commission. 
Mr. Puiuurps. And this is about 35? 

Mr. Huaues. This is about 35. 

We could, if you wanted to, only provide up to March, and you 
could knock off $55,000 of the estimate. In other words, the fourth 
quarter is included in there to the extent of about $55,000. 

Mr. Puriurps. That does not help us any, except you do not know 
now what you want and may know better then than you do now, and 
that is a thing that applies certainly in the case of the Subversive 
Activities Control Board. 

It is good to see you, Mr. Belcher. Do you want to say anything’? 

Mr. Betcuer. No, sit 


) 


WerDNESDAY, JULY 1, 1953. 
SUBVERSIVE ACTIVITIES CONTROL BOARD 


WITNESSES 


THOMAS J. HERBERT, CHAIRMAN 
ARTHUR A. KICSAR, BUDGET OFFICER 


Mr. Putturps. Mr. Herbert, you are now the Chairman of the 
Subversive Activities Control Board, and you are here today to discuss 
a supplemental request for appropriation in the amount of $150,000 
as contained in House Document No. 190. 

Mr. Herserr. Correct. 

Mr. Putuuips. The independent offices bill carried an amount o 
$200,000 that you already have? 

Mr. Herperr. Correct. 

Mr. Puiuiuips. Do you have a statement you want to make? 

Mr. Hersert. | came primarily to answer any questions that the 
committee would care to ask. I would be glad to make a statement, 
if you wish. 

MEMBERSHIP OF THE BOARD 


Mr. Puiuuies. It is customary for this subcommittee to ask anyone 
who comes in as you do now for the first time for just a brief state- 
ment of his background. We like to know the background of the 
people who come from the various agencies making a request for 
money. Would you care to make that statement now’ 

Mr. Herpert. Yes, sir. I was appointed as Chairman of this 
Board by the President, confirmed by the Senate, I believe about 
April 28, and I was sworn in on May 4. I might add that fermer 
Sens tor Hi arry Cain was appointed and confirmed at the same time, 
and he was sworn in on May 1, as] remember the date. We are the 
two new members of this Board. The other three hold terms which 
expire 

Mr. Puruuips. Will you give us their names? 

Mr. Hersert. Mr. David Coddaire and Dr. Kathryn McHale. 
Their terms expire, I believe, in August of 1955. Harry Cain’s 
term expires this August, and his name, I believe, has already been 
submitted to the Senate for confirmation for the full term to succeed 
himself. 

Mr. Puruuies. That accounts for four of you. There is one more 
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Mr. Herserr. The fifth member is Mr. Watson B. Miller, whose 
term expires in 1955, also, I believe, in April. My own term expires 
in April of 1954. 

Mr. Jonas. You succeeded Mr. Brown and are filling out his term? 

Mr. Herpert. | am not filling out his term. Actually Mr. Cain 
is filling out hisunexpired term. I am supposedly filling out the 
unexpired term of a Mr. Roberts who died 2 days after he was con- 
firmed by the Senate and was never sworn in and qualified. Never- 
theless, according to the record, I am filling out his 2-year unexpired 
term, which expires in April of 1954. 


BACKGROUND OF THOMAS J. HERBERT 


Mr. Puiuures. Will vou tell us a little more of your own background? 

Mr. Hersperrt. So far as public office is concerned, I was attorney 
general of Ohio for 6 years, elected in 1938 and completed my sixth 
year in January of 1945. In November of 1946 I was elected Gover- 
nor of Ohio for one term and was defeated in November of 1948. 
Since that time I have been in the private practice of law in Cleveland, 
Ohio. 

I can give you more details if the committee wishes. 

Mr. Puituips. Just tell us briefly what you did before you got to be 
attorney gener: al. Did you practice law in Cleveland? 

Mr. Herperr. I was assistant attorney general for 5 vears before 
that, or 6 vears, and | was in private practice at intervals both before 
and after my assistant attorney generalship and my attorney general 
election. My practice has either been in private practice in Cleveland 
or in public service in the State of Ohio for most of my adult vears. 

Mr. Painurrs. Thank you. 


AMOUNT AVAILABLE IN 1954 


Now, you want $150,000, and I do not think you have spent the 

$200,000 yet that we gave you in the regular bill. 

Mr. Herserr. That is quite correct, sir. This supplemental 
quest was put in, I believe, at the suggestion of the Bureau of the 
Budget. 

Mr. Puitirpes. And you mean you really do not want it; it was just 
the Bureau of the Budget’s idea to send this down? 

Mr. Herserr. No; I do not mean one of the sort, sir. | 
merely mean I came on this job on May 4, and the first proceeding 
under the original request for $350,000 had au ady been accomplished. 
The House had passed the partial appropriation in the amount of 

$200,000, removing the quarterly requirements, and it was over in 
the Senate and out of committee, recommended in substantially the 
same form by the Senate, and I think it had been passed. 

Mr. Puiuurps. It has been passed and is about to go to conference. 

Mr. Hersert. The only differential, I believe, that the conference 
will have to iron out is the minor two items. One is with respect to 
the travel allowance, and the other is with respect to newspaper 
and periodical clippings. 

Mr. Puiuuips. Those are limitations on those expenditures? 

Mr. Herpert. Yes. There is no difference in the gross amount. 
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JUSTIFICATION OF ESTIMATES 


Mr. Parties. We will insert pages 1, 2, 3, and part of page 4 of 
this justification, which will give a pretty good background of the 
Board and what they are asking for now. 

(The matter above referred to is as follows:) 


SUBVERSIVE AcTIVITIES ConTROL BOARD—JUSTIFICATION OF THE SUPPLEMENTAI 
1954 Bupcer Estimates 


CREATION OF ROARD 


ive Activities Control Act of 1950, which is title I of the Interna 

1950 (Publie Law 831, 8lst Cong.), provides for the establishment 

ve Activities Control Board Che Board was formally organized 
ovember L950 


LEMENTAL REQUIREMENTS FOR 1954 


amount of $150,000, and will provide funds for the ri 
1954 Che funds provi led in the First Independ nt 
1954 were in the sum of $200,000, and were to finan: 


until the second session of the present Congress 


tAL DUTIES OF THE ROARD 


Board, upon application by the Attorney General, or by 

nization or individual covered by the act, to determine whether any suc! 

ization is a Communist-action organization or a Communist-front organiza 

t e meaning of the act, and whether any such individual is an officer 

! tered Communist-action organization or Communist-front organ 

or is a member of anv Communist-action organization registered, or which 

v final order of the Board has been required to register under the provisions of 


performan¢ if these duties requires a system of hearings; the preparatior 

reports; the rendition of decisions by the Board, the ultimate issuance 
orders by the Board; and the certification of records on appeals 

Board has no power to initiate proceedings or to conduct investigations 

upon the number of petitions filed with the Board 

compel registration of Communist-action or front 

the former, and upon the number of petitions filed 

id individuals claimed to be officers or members of 

rzanizations or officers of Communist-front organizations to 

ed from the list 


ANS FOR THE FI 


in April 1953 Representatives of the Depart- 
2 additional Communist-front cases will be filed 
cal year 1954 his makes a potential workload of 24 cases for 1954 
gument was held during May and June 1953 on various motions filed 


2 respondents 


Formal hearings on several cases will begin during the first quarter of the 
fiscal t Che Board expects to have at least 6 hearings underway by 
: | hopes to complete at least 7 cases by June 30, 1954 

a carryover workload of 17 cases for determination during 
hearings held during 1954 are completed sooner than is estimated, 


~9 nisl 
vo, ana 


vover workload will be reduced accordingly, unless increased by further 
ry the Attorney General 
he Board plans to appoint hearing examiners to conduct hearings in cases 
v rea ‘h the stage of taking testimony 
he supplemental funds requested herein and the estimated personnel re- 
ts are based on these plans 


ormula used in determining the number of hearing examiners required 
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The average length of each hearing months 
The average length of time required for summarization of the evidence and 


writing the findings and recommendations months 












do 







Total of hearing examiner’s time on each cast 








Workload carried over from 1953 
Workload to be received in 1954 








Total to be accounted for 1954 2 
Kstimated number of cases to be completed in 1954 







Workload to be carried over to 1955 






Cases to be completed in 1954 
Unit time per case months S 











Total man-months 
Converted to man-years 













STATUS COMMUNIST PARTY CASI 





OF 















Mr. Puituiprs. Now, Mr. Herbert, vou have a problem, and it has 
been a problem before this subcommittee. We have not wanted to 
deny you money, but we have not wanted to give you more money 
until you knew what you were going to do and, up to the present 
time, | suggest you do not know what you are going to do. 

Mr. Herserr. | would like to differ with you on that in some 
respects. 

Mr. Puituis. Has not that case been carried to the Supreme 
Court? 

Mr. Hereserrt. I wish we had one already in the Supreme Court 
Right now, if you refer to the case against the Communist Party 

Mr. Puruures. That is right. 

Mr. Herserr. The Communist Party perfected its appeal in the 
United States Court of Appeals for this district on the 17th of June, 
naming the Board as respondent. I do not know for sure what the 
caption is, but it is Communist Party v. Subversive Activities Control 
Board. That is the caption of the case. 

Mr. Puitires. How long do you think it will be before that case 
is out of the court of appeals? 

Mr. Herserr. I am personally going to request the court of 
appeals to expedite the hearing of that case this fall. 

Mr. Puitires. But don’t you see you are coming to us and asking 
us for money to take oral arguments and conduct formal hearings in 
12 cases that were filed in April, 12 petitions? 

Mr. Herpert. Plus 12 more expected before December 

Mr. Painups. You cannot do anything more with them until 
after this appeal is settled ; can you? 

Mr. Hersert. We are under no court injunction that stops us 
We have had hearings this past week on motions filed in four other 
cases. We expect to rule on them within a week or so. We are 
going to pass on the motions that are filed in all 12 of those cases as 
rapidly as we can get to them, and we hope and desire to bring the 
cases to issue on a petition and an answer, at which time we expect 
to assign them to hearing examiners. I might also add there will be 
members of the Board who will conduct cases. 
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You will find a revision of this estimate from that originally sub- 
mitted from 9 hearing examiners down to 6. 

Mr. Hersert. J] have examined all of the previous budget estimates 
which have been made by the Board, and I have decided that this 
estimate is going to be realistic, and that is what it is. 

Mr. Puiiures. In connection with that point, we do not seem to 
have a breakdown at all to show how vou arrive at the figure $150,000. 

Mr. Hersert. That should be in the green sheets. 

Mr. Puiuuips. Yes; we have that. 1 think while we are looking 
that over, | am going to turn this matter over to the three attorneys 
who are here, to find out if you are going to spend all of this money, 
and hold all of these hearings and to carry on all of this legal procedure 
while the matter is still up before the court of appeals, and undoubt- 
edly the case will go to the Supreme Court. 

Mr. Corron. I want to ask 1 or 2 questions on that point, just to 
get one thing clear in my mind, and by way of background. May I 
say, Mr. Herbert, that ever since I have been on this committee we 
have had the chairman of your Board come before us _ periodically 
and he, not we, has always presented this story, and I recall from some 
of the things you have said, that they do not disagree with what 
you have said; each one of them, Mr. LaFollette and Mr. Brown, have 
come here and said that they have a big job to do, are going to have, 
that will require the best brains that they can get 

Mr. Puiuurrs. And a lot of money. 

Mr. Corton. And a lot of money, but their hands are tied until 
they can get the first decision on the test case; that their eggs are all 
in that basket. 

Now, we do not know whether that decision is going to be handed 
down next week, in 6 months, or next year, and so they said, ‘We 
do not know what to ask for until the decision comes down; our ac- 
tivities are very limited.” If they get a decision that is favorable to 
the Board or to the Government of the United States, that their 
activities immediately open up and become almost boundless. 

On that assumption they have presented the figures, and we here 
on the committee have said that when the time comes, that they 
really get going, to come back and be sure that we are behind them. 

Now, I gather from your preliminary statement that the present 
policy of the Board is not the same as the policy a year or two ago, 
which was to wait until they had the test case decided, but that you 
plan to go ahead with these cases. Is that correct? 

Mr. Hersertr. May I say first, that a flat answer would be ‘“Yes.”’ 
Sut I would like to explain the answer by saying that the Attorney 

General is the one to file petitions before our Board; at this stage of 
the life of the Board he is the only one, under the Subversive Activ- 
ities Control Act, who is in position to file a petition. 

Mr. Corron. If I may interrupt, we realize that, and I had meant 
to add that each one of them said that the Attorney General was the 
man to make the decision in that regard, and so I. recognize that is 
something set by the Attorney General. 

Mr. Hersert. The other part of the act provides for individuals 
and organizations to subsequently file petitions before the Board to 
have their name, or the names of their organizations, removed from 
the register, on which they have been registered with the Department 
of Justice 
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That side of the act we are not, we do not need to consider now. 
But the Attorney General has filed these 12 petitions, and he has 
advised us through his representative, that we will have that and 






dozen more before the end of the vear. 
Now, so long as I am a member of = Board I do not propose to sit 
still and do nothing, wait affirmation, or modification, or rejection by 





the Court of Appeals or the Supreme C ae I am very hope ful that 
we can have that case adjudicated within the fiscal year, if it can be 
expedited through the Court of Appeals and the appeal to the Supreme 
Court. This is nothing more than one-man’s personal conjecture that 
there will probably be a grant of a writ of certiorari. It will undoubt- 
edly be a case of first impression. That is just my own personal 
assumption as a lawyer, and not as chairman of this Subversive 
Activity Board. 

Mr. Corron. The constitutionality of the act is being attacked 

Mr. Herpert. Oh, yes; they are attackmg the constitutionality of 
the act, the act of Congress, the definition of the earlier sections of 
the act—they have attacked it all the way along the line, and are 
making the appeal on the record in the big case—the Communist 
Party is trying to attack many decisions of f the Board on the ruling 
of evidence, the admissibility of evidence, and they are actually attack- 
ing the ruling on the admissibility of evidence, any evidence prior to 
the enactment of the Subversive Activity Control Act. 

Mr. Corton. But, as the case now stands 

Mr. Herpert. It is a blanket attack. 

Mr. Corron. But if the case should go against vou, against the 
Government, the n all of these prosecutions would fall; is that right? 
Mr. Herperr. That is correct. 
























CASES TO BE STARTED IN 1954 








Mr. Corron. So that in a sense, and I am not questioning it, because 
I realize the point, and undoubtedly as indicated by the Attorney 
General, they should not be allowed to hide any longer behind the 
delays, but in a sense starting these other cases is at the risk of losing 
whatever time and effort and money is invested in them. 

Mr. Herserr. There is certainly a risk, but that is a risk which 
apparently has been decided by the executive branch of the Govern- 
ment. The Attorney General has filed the petitions, the suits. 

Mr. Corton. Yes. 

Mr. Herpert. Or has indicated they are coming. I will say this: 
Take, for example, ul of these motions that have been filed in these 
12 cases: They all follo v a very similar pattern and they are all directed 
toward dismissal, of striking various allegations, and requests for 
bills of particulars, because they claim they are too vague; and they 
are usking for lists of witnesses; they are asking for access to all of the 
FBI files; and as I say, the pattern is iallowine a very definite line in 
these 12 cases. 

Mr. Corton. Should you prevail in the original case, how much 
have you gained; how far forward are yeu by having already inaugu- 
rated and started the litigatioa in the 12 or 24 cases? 

Mr. Herpert. At least a full year, and probably two. 

Mr. Corron. In other words, if you prevail in the original case, 
the motions and the defenses that have been set up by the defendants 

















954 


in those cases will automatically fall to the ground and the defendants 
in these cases will have to meet the charges on the merits? 

Mr. Herserr. I would say that is largely true. Obviously, the 
Board itself cannot pass on the constitutionality of the aet, which 
creates it, or any part of it. I do not think that counsel, those that 
filed these motions, expect the Board to weigh the constitutional 
questions. 

Mr. Corron. But it boils down to the fact, then, that the Attorney 
General has decided not to wait the outcome of the test case, but to 
proceed with some 24 cases, the 12 that are now in, and also the othe: 
12. 

Mr. Herserr. And I am informed from reading the newspapers 
there are some two-hundred-odd on the list. I have not gone more 
into detail on that. 

Mr. Corron. Do you know whether it is the intention of the Depart- 
ment of Justice to proceed with more of the number you have just 
mentioned upon the final adjudication of the original case? 

Mr. Herserr. I think, and this is just my guess, because I have had 
no authoritative statement from the Attorney General personally 
directly on that point—but [I would rather assume that it is going to be 
a question of personnel capacity over there as to how fast they bring 
those cases. 

Mr. Corron. You mean in the Department of Justice? 

Mr. Herperr. Yes. 

Mr. Corron. And you have to adjust the personnel capacity you 
get to whatever stream of cases they send to you. 

Mr. Herperr. That is exactly it. 

Mr. Corron. And at the present time, as far as you officially know, 
it is based on 12 cases? 

Mr. Herserrt. That is their estimate. We have the 12, and we 
have been advised by a representative of the Department of Justice 
that there will be 12 more filed. 

Mr. Corron. How soon; do you know? 

Mr. Herperr. Certainly within the fiscal year, and there is some 
indication that it will be around the end of this calendar year 1953. 

Mr. Puiturps. The calendar year 1953. 

Mr. Herpert. Yes. 

Mr. Corron. Just one further question: Are your estimates here 
for the fiseal year 1954 based on 12 cases that are already definitely 
started, plus the activity you have pursued in the original case, or are 
they based on 24 cases? 

Mr. Herpert. They are largely based on 12 cases 

Mr. Puaruurps. I do not think that is what the statement shows. 
think the budget officer’s figures of $350,000 are based on 24 cases. 

Mr. Kicsar. Yes; but there were also some carryovers from the 
fiscal year 1954 to 1955. 

Mr. Hersert. May I expand on my answer a little? 

Mr. Puituips. Yes; just a mome nt while we get the figures straight. 
How much is the carryover’ 

Mr. Kresar. I believe sti is a carryover of 17 cases. 

Mr. Puiuuips. Is that your understanding? 

Mr. Hersert. That is why I would like to expand on my answer a 
little. We have not intended to employ any hearing examiners until 
we have cases ready for them to hear the testimony on. 
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As I said, we are right now in the throes of passing on this mass of 
motions in the 12 cases. I am hopeful that we can wade through 
them and arrive at a status where answers will be required, and an 
order will give the respondents certain time in which to answer. 
When the answers are in, then we will be ready to hire some of the 
hearing examiners, as rapidly as we can use them. We already have 
sent to the Civil Service Commission a request for a list of hearing 
examiners, so that we can enter into an arrangement with the thought 
of getting them in August or September, or whatever time we can 
arrange to have them. 

Mr. Puituips. When these cases are filed, they are filed against an 
organization or against individuals? 

Mr. Herrert. Against organizations. 

Mr. Puruurps. All of them? 

Mr. Herserr. There are no cases against individuals. 

Mr. Pariurps. None against individuals. 

Mr. Hersert. That is right. The act itself provides how the 
petitions are to be filed, against whom. 

Mr. Puiuures. What I have in mind is this: What are you trying 
to do; put them out of existence? 

Mr. Herpert. We are not trying to do anything. We are the 
finders of facts. 

Mr. Puitiips. What is the Attorney General trying to do? 

Mr. Herserr. Under the act, the Attorney General is trying to 
compel them to register with him, as in these 12 cases, as Communist- 
front organizations. 

Mr. Parties. And you determine the facts? 

Mr. Hersert. And we determine the facts. Our decision is appeal- 
able.to the court of appeals, and from there their decision goes to /- 
Supreme Court, and in every case, before the order becomes final, 
there is no appeal, the order becomes final in 30 days after the ie 
for the appeal has lapsed. If an appeal is made, the order is suspended, 
until after a decision is made, and the order becomes final, under the 
statute, 30 days after the lapse of time for going to the Supreme 
Court. If appealed to the Supreme Court the order does not become 
final until 30 days after final decision there. 





NUMBER OF HEARING EXAMINERS 

Jonas. Mr. Herbert, do I understand vou to say that you are 
seeking additional hearing examiners from the United States Civil 
Service Commission? I thought you were reducing the number by three. 

Mr. Hersert. The number of nine in the original estimate, which 
was sent over here before I became Chairman of the Board, or even 
before the cases were filed by the Attorney General—that was in 
April, I believe. 

Mr. Kicsar. Yes. 

Mr. Hereerr. All of the hearings before this committee occurred 
even prior to the issuance of the first report and order which came 
down on April 20. 

Mr. Jonas. You mean you do not have the nine employed now? 

Mr. Hereurr. None. 

Mr. Jonas. You do not have any? 

Mr. Hureert. We have no hearing examiners. That was the pro- 
jected figure of nine. We have reduced it to six, because we propose to 
use Board members, if necessary, in panels, to break it down, and pick 

























up that overage even down to the point of individual members of 
the Board taking hearings. 

Mr. Jonas. You have four Board members? 

Mr. Hersert. Yes 

Mr. Jonas. And only six hearing examiners. 

Mr. Hersert. Yes. 

Mr. Jonas. Does the hearing examiner conduct the hearing by 
himself, or does a Board member sit in with him? 

Mr. Hersert. The mechanics have not all been worked out in 
detail yet. As a matter of fact, I have already suggested that we look 
into the possibility. Only two members of the Board are attorneys: 
Mr. Coddaire and myself. The other members are Miss McHale, 
Mr. Miller, and Mr. Cain. 

Throughout the hearings of the Communist Party case, Peter 
Campbell Brown acted as chairman—I was not there—but that was 
the panel. Mr. LaFollette sat on that panel for a while, and then 
when the Senate failed to approve his nomination, adjourned without 
confirmation, at that time, he ceased to be a member of the Board. 


PERSONAL SERVICES 


Mr. Jonas. I notice in the justification that you plan to have a 
general counsel. 

Mr. Herpert. That we have. 

Mr. Jonas. Six hearing examiners, an assistant general counsel, 
an information officer, an administrative officer, and 2 attorney- 
advisers; a personnel officer; 5 assistants to the Board members—that 
is, 1 for each Board member. Will those five be lawyers? 

Mr. Herserr. No; they are not. 

Mr. Jonas. They are not necessarily lawyers? 

Mr. Herserr. The five will not necessarily be lawyers. 

Mr. Jonas. Are you not adding to your trouble by engaging peopte 
who are not lawyers, since you have Board members who are not 
lawyers? If you provide them with assistants who are not lawyers, 
then you have to go out and hire lawyers to advise the Board, and 
could you not eliminate that trouble by having assistants to the 
Board members who are lawyers? 

Mr. Herserr. That is a matter largely, I would say, up to the 
personal belief of the individual members of the Board. 

Mr. Jonas. The individual member selects his own assistant? 

Mr. Hersert. Yes. The Chairman is not the authoritative 
administrative head of this agency, by the statute; the statute fixes 
the Board as the final authority. 

(Off-record discussion. ) 

Mr. Hersert. When we wade through this stage of motions in 
these cases, we have all factual questions on the testimony adduced 
by the witnesses presented by the Attorney General to fit it to the 
descriptive language which the Congress enacted into law concerning 
a Communist-front organization, and on that point, I assume that 
the Congress intended to elevate this Board’s decision on the fact- 
finding basis, equal to the decision of the court, because it provided 
that the appeal goes to the court of appeals in the first instance. 

Mr. Jonas. May I request that you please, Mr. Herbert, discuss 
the question of why you need 9 grade 7 positions, 6 grade 5, 2 clerks, 
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grade 3, 2 grade 4 clerical. 1 assume that each of the 5 members of 
the Board has an assistant, and then you have a general counsel and 
an assistant general counsel, and 6 hearing examiners. 

Mr. Hersert. We do not have any hearing examiners now. 

Mr. Puituirs. You are providing for them. 

Mr. Herserr. Yes. 

Mr. Jonas. | mean you are asking for them. I cannot quite 
justify in my mind the need for such an elaborate secretarial staff, 
and 1 want to be convinced that it is necessary. 

Mr. Puitures. The question is a very good one, and I do not think, 
Mr. Herbert, that you have really made out a case for an additional 
$150,000 on any basis of need, in considering the 6 or 8 months that 
this is to cover. This committee has never said that it did not want 
to help, but we have always been told that the case is before the 
court, as you indicated, and that you could not go forward until 
that case has been settled. Now, you say the Board has decided to 
go ahead, but as Mr. Jonas has just pointed out, you are moving 
beyond that; at least, you are providing for the employment of 
additional personnel and it is hard to justify that in my opinion; and 
the point which Mr. Jonas makes is a good one, since you are pro 
viding for 8 months, not 12. We were talking about 12 months, 
when you have $200,000. How are you going to spend the $200,000, 
plus the amount here, and how can you justify the grades 9, 7, 5, 
and the 4 employees on the basis of the amount of work that you 
expect to have? 

Mr. Herserr. The answer to your question is that we immediately 
expect that the Seana money will run out, the $200,000 certainly, 
by the end of January, and if we do not materialize the activity we 
contemplate—we know we will run out perhaps by the end of Febru- 
ary. And it is just because of that that this supple mental request is 
brought in now, while the Congress is still in session. 

Now, the answer to your question, Mr. Jonas, is that the present 
personnel will automatically be expanded. We will need additional 
clerical help in addition to what we have when and if we have the 
hearing examiners going. 

Mr. Jonas. Are these secretarial positions for secretaries to the 
hearing examiners, or what do they do? 

Mr. Herpert. No. 

Mr. Jonas. What duties will they perform? 

Mr. Hersert. I can go over the whole personnel list, if you wish 
me to. 

Mr. Jonas. I do not wish to take too much time. 

Mr. Puriuurres. I think that is a good question. 

Mr. Herperr. Five Board members each have an administrative 
assistant. As it is now we do not have that secretarial grade. 

Mr. Jonas. May I ask if the General Counsel would have one in 
the way of clerical help? 

Mr. Herpert. He has one. 

Mr. Jonas. He would have one grade 7? 

Mr. Hersert. I think that is correct; he has a grade 7 secretary. 

Mr. Jonas. Then you have six hearing examiners. What help 
do you contemplate for them; a secretary? 

Mr. Herserr. I think we contemplate grade 5 for them. 

Mr. Jonas. Grade 5. 
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Mr. Kicsar. One secretary to two hearing examiners. 

Mr. Jonas. One secretary for two examiners. That will take care 
of three grade 5 employees. 

Mr. Kresar. Yes 

Mr. Jonas. The Assistant General Counsel? 

Mr. Kicsar. The Assistant General Counsel will have a grade 5 
secretary. 

Mr. Jonas. Then that will take care of four of the grade 5. The 
administrative and hearing-room oflficer—— 

Mr. Kicsar. That is a grade 13. 

Mr. Jones. Yes; but what kind of help will he have? 

Mr. Kiesar. Right now he has two messengers under his super- 
vision. 

Mr. Jonas. No need for a grade 5? 

Mr. Kicsar. He has no secretary. 

Mr. Jonas. Then for attorney advisers, you have two of them. 

Mr. Kiesar. That is right. They are in what is called the Office of 
Reports Analysis. 

Mr. Jonas. Office of Reports Analysis. 

Mr. Kresar. Yes. Do you want to enlarge on that, Mr. Herbert? 

Mr. Hersert. They are, frankly, the legal staff in the General 
Counsel’s office and the Assistant General Counsel. They analyze 
all of the legal questions. As a matter of fact, in these motions on 
this first case, I know that they had as high as 8 or 10 of them in reports 
and analysis, did they not? 

Mr. Kresar. Yes. 

Ir. Hersert. Lawyers who were analyzing daily, and digesting 
the testimony given before the panel. First, may I add that when 
I came on the Board we released and sent back to another agency 
the two lawyers that had been loaned from that agency. They 
left and were returned by the Board to the agency—the SEC, I believe 
it Was. 

Mr. Kiesar. Yes. 

Mr. Herspert. They were on loan from there, and went back. 

Mr. Jonas. Well, will they have grade 5 clerical help? 

Mr. Kicsar. They have 1 grade 5 and 1 grade 3; there are 4 people. 

Mr. Jonas. What about the grade 7; nine grade 7 positions. You 
have accounted for one, secretary to the General Counsel. 

Mr. Kicsar. We have a secretary to the executive secretary, and 
then we have a docket clerk, and we have four secretaries to the Board 
members. The Chairman now has a secretary. 

Mr. Herserr. In addition to an administrative assistant? 

Mr. Kicsar. That is correct. 

Mr. Herrert. May I say in response to that, that Mr. Brassor 
was executive secretary of the Board from the time of its inception up 
until last November 1. He was on loan on a half-time basis from the 
Civil Service Commission. At the conclusion of the making up of 
the record in the first case he went back to the Civil Service Commis- 
sion on a full-time basis. And since that time down to the present 
we have not had an executive secretary, and I have been Chairman of 
the Board, and executive secretary, and practically everything else, 
trying to get this personnel problem straightened out. 

I have now pending before the Civil Service Commission a request 
for a grade 15 rank with a position description for an executive sec- 
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retary. That has not been returned from the Civil Service Commis- 
sion yet, so I have not invited anyone in for an interview to fill that 
position. e 

(Off-record discussion. ) p 

Mr. Hersert. Frankly, the load has increased. We have had 
all-day hearings, in three cases. We had an all-day hearing last 
Thursday, I believe it was 

Mr. Kicsar. Yes. 

Mr. Herserr, A big case in New York. We had an all-day 
hearing last week on motions filed by the IWO; and there is a case 
pending in the Supreme Court on a motion for certiorari by them 
against the superintendent of insurance in New York State, who 
was endeavoring to close them out of business as an insurance 
company. 

Frankly, | have been doing all of the administrative details for the 
Board for the last 2 months now, while I have been trying to get the 
selection of the clerks and an executive secretary. That is a must, 
in my program, if we are going to clear up this volume of work, in 
these cases, and that is our objective, to handle these cases as rapidly 
as the Attorney General sends them over to us. 

The hearing examiners and the present personnel I can assure you 
from personal observation are constantly doing their best. Just 
since the Communist Party filed its appeal to the Court of Appeals 
the staff has been working literally day and night in preparing the 
transcript of the record, with some five hundred-odd exhibiis filed ia 
the case to deliver the transcript of the record to the Court of Appeals 
on time. The work in the 12 cases is just beginning to pile up. And 
I can assure you personally, gentlemen, that it is my observation that 
the personnel on the staff of the Board as it exists today—and I came 
there with no preconceived conception or knowledge of any of them 
the present personnel is not out of position. The ‘y have been there 
throughout this first case; they know their function; they know their 
responsibilities, and I would hate very much to disturb the present 
setup, particularly as the docket will be expanding rather than 
shrinking. 

Mr. Corron. With reference to the observation you made about the 
fact that some members of the Board, as well as some of the assistants, 
were not lawyers; in your work—and I am not as familiar as I should 
be with the terms of the act—does the Board pass on the admissibility 
of evidence? 

Mr. Hersert. Yes; that was done in the first case largely on the 
recommendation of, I might say, the chairman, the third chairman, 
Mr. Peter Campbell Brown. 

Mr. Corron. And the competency of the witness and the proper 
admissibility of the evidence was one of the points raised in the 
appeal, was it? 

Mr. Herserr. That is what I understard it will be. It is an 
appeal, simply a blanket appeal against the order. 

Mr. Corton. I realize you are in a delicate position—you are not 
in position to even advise your associates—but do you not think 
that it makes it even more important that the assistants to the 
Board members be lawyers, particularly in cases where the Board 
members are not lawyers? 
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Mr. Hersert. | am of the opinion that with the grades we have 
we could not get them. 

Mr. Corron. You could not get lawyers? 

Mr. Herserr. We could not get lawyers which we would want. 
We have grade 9, I believe, prov ided for. 

Mr. Kic sar. Yes. 

Mr. Hersert. For the purpose that they serve—for example, they 
have been through the first case and they have obtained a pretty 
good education in this field. 

Mr. Jonas. Do the hearing examiners have to be lawyers? 

Mr. Hersert. The hearing examiners must be lawyers, I under- 
stand. 

(Off-record discussion. ) 


STATUS OF COMMUNIST PARTY CASE 


Mr. Yares. Mr. Herbert, touching on some of the questions that 
have been previously asked, in the event the decision of the Supreme 
Court is contrary, what will happen to the hearings that are presently 
undertaken on Communist-front organizations; will they be thrown 
out? 

Mr. Herserr. Not necessarily. 

Mr. Yates. Depending upon the decision? 

Mr. Herserr. It would be incumbent upon the Attorney General 
to prove as a necessary element in a Communist-front case, that the 
Communist Party was a Communist-action organization as defined 
in the act. 

Mr. Yares. Well, as the hearings are proceeding now, is the 
Attorney General aitempting to prove that? 

Mr. Hersert. We bave not reached that stage yet. 

Mr. Yares. You have not yet reached that stage? 

Mr. Hersert. No. We are at the present time unaware of bow 
the Attorney General proposes to present his case in any 1 of the 12, 
nor have any answers been filed by the respondents as yet, and 
therefore we are not at the hearing stage. 

Mr. Yates. Is the personnel you now have on the Board sufficient 
to undertake the hearings on any portion of the 12 cases. that have 
been filed by the Attorney General? 

Mr. Hersert. We intend to do that with the hearing examiners. 

Mr. Yates. You have requested a certain number of positions in 
order to have hearings on all of the 12 organizations? 

Mr. Herperr. Yes. 

Mr. Yares. You now have a staff consisting of a certain number of 
people? 

Mr. Herpert. Yes. 

Mr. Yates. Js that staff adequate for the hearings of all these 
cases on these organizations? 

Mr. Hersert. Yes. With hearing examiners added as con- 
templated. 

Mr. Jonas. I think maybe you were out for just a moment when 
Mr. Herbert referred to the fact that they are asking for this supple- 
ment to carry them beyond January. 

Mr. Herpert. That is correct. The supplemental request is 
made instead of having to come back in January. 
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Mr. Puiuures. Because Congress might not be in session. 
Mr. Yates. In January? 

Mr. Puiturrs. You cannot always get a supplemental through 
and have it signed by the President, which is an essential part of 
it, until February or perhaps later. 

If there is nothing further, we thank you very much, Mr. Herbert. 

Mr. Herpert. | appreciate the opportunity of talking to you 
gentlemen, and thank you for your consideration. 


GENERAL ACCOUNTING OFFICE 


Mr. Puruurrs. The committee has received a letter from the 
General Accounting Office requesting that $300,000 of 1953 un- 
obligated balances of appropriations be continued available in 1954 
for the purpose of making security investigations of a limited number 
of personnel who must have access to classified materials in con- 
nection with audits and other work. I ask that it be made a part of 
the record at this point. 

(The information follows.) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washin ston 25, July 2 I 1B ,. 
Hon. JOHN PHILLIPS, 
Chairman, Independent Offices Subcommittee, 
Committee on Appropriations, House of Representatives. 


My Dear Mr. CHarrRMAN: Executive Order No. 10450, issued by the President 

nder date of April 27, 1953, covering security requirements for Government 
employment, provides in section 3 (b) as follows: 

‘The head of any department or agency shall designate, or cause to be desig- 
ated, any position within his department or agency the occupant of which could 
ing about, by virtue of the nature of the position, a material adverse effect on 
e national security as a sensitive position Any position so designated shall 
be filled or occupied only by a person with respect to whom a full field investigation 
has been conducted: * * *,” 

\ careful survey of the positions in the General Accounting Office develops 
that there are approximately 2,200 which must be designated as ‘“‘sensitive’ 
vithin the meaning of the Kexcutive order Consequently full field investigations 

1ust be obtained on the incumbents of these positions 

\t the present time full field investigations have been made or are under way 

1,023 of these employees, leaving 1,177 with respect to whom the investigation 
ust be made. To this number must be added an additional 300, representing 
he anticipated turnover during the fiscal year 1954 of employees occupying these 
positions. Consequently, we must call on the Civil Service Commission for 
approximately 1,500 investigations during the fiscal year 1954. Based on a unit 
cost of $230, as established by the Commission, these investigations will cost 
$345,000. 

There was included in the estimates of the General Accounting Office for this 
purpose for the fiscal year 1954 the sum of $47,000, to cover the investigation of 
approximately 200 employees. This figure was based on the number of investiga- 
tions which would have been required under the standaras in effect prior to the 
issuance of Executive Order No. 10450 Accordingly, and additional $300,000 
s required to have these investigations conducted during the fiscal vear 1954, 
and thus enable the General Accounting Office to continue its operations without 
interruption. 

To accomplish this purpose, it is requested that the sum of $300,000 of the 
inobligated balance of the appropriation for “Salaries, General Accounting 
Office, 1953’’ be transferred to the appropriation for “Salaries and expenses, 
General Accounting Office, 1954” to be available for the cost of security investiga- 
tions required by law 

Yours very truly 


+} 


Signed) Linpsay C. WARREN, 
Comptroller General of the | nited States. 
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